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THE effective desire of accumulation is displayed in 
different degrees of strength as between different times, 
different places, different individuals, and the different 
increments which make up, at any one moment of time, 
the saving of a single individual. The first, second, and 
fourth propositions have been adequately discussed by 
economists; but, so far as the present writer is aware, 
the third, while not wholly neglected, has never been 
worked out with completeness or given the emphasis 
which it deserves. The individuals of any country at 
any time have been divided customarily into two homo- 
geneous groups,— those who have a desire of accumula- 
tion of sufficient strength to cause them to save and invest 
at the prevailing rate of return, and those who have not. 
It has, in general, been overlooked that the group which 
saves, instead of being homogeneous, is diversified,— is 














246 QUARTERLY JOURNAL OF ECONOMICS 


divided, according to saving capacity, into a great number 


of gradations or sub-groups.* 
This classification, to be exact, should extend as far as 
separate individuals; because, to use Béhm-Bawerk’s ex- 


* Among recent writers, those who have come nearest to setting forth com- 
pletely the premises and conclusions of this paper are: Béhm-Bawerk, in the 
Positive Theory of Capital, p. 279, where, in connection with his ‘‘ marginal 
pairs,”’ he shows that varying individual subjective rates of discount of the 
future are levelled up to one uniform objective rate, established by the market ; 
Commons, in his Distribution of Wealth, p. 188 ; Flux, in the article on ‘‘ Inter- 
est’’ in Palgrave’s Dictionary of Political Economy ; and Hadley, in a foot-note 
on p. 272 of his Economics. As we shall see, however, neither Béhm-Bawerk 
nor Hadley seem to have been aware of the significance of this feature of 
their analysis. 

Among earlier writers we find that John Rae, the first to adequately ap- 
preciate and explain the first and second propositions above stated (and to 
whom, indeed, the science is indebted for the term ‘“‘ effective desire of accu- 
mulation ’’), also examined ‘‘the effects resulting from diversities of strength 
in the accumulative principle, in members of the same society.”” This chapter 
in the New Principles of Political Economy, pp. 198-207, contains many impor- 
tant observations on the characteristics and historical development of classes 
of savers; but, owing to the lack of a firm grip upon the marginal principle, 
it just falls short of a complete solution. Again, William Ellis, in the West- 
minster Review for January, 1826, p. 108, made some approach to the position 
of this paper, in that he graded investors of capital as such according as the 
reluctance to incur the common and average risks of investment would be 
overcome by 1, 2, 3, 4, or 5 per cent. of profit, as the case might be. But in 
spite of this recognition of different degrees of strength, in different individ- 
uals, of the effective desire of undergoing business risks (he expressly denied 
the necessity of a separate reward for the initial saving of capital, or absti- 
nence), the marginal idea escaped him, and with that all chance of completely 
working out his problem. (A solution of Ellis’s problem by a recent writer, 
Haynes, may be found in the Quarterly Journal of Economics for July, 1895, vol. 





ix. pp. 428-430.) 
The fourth proposition has been most fully and lucidly discussed by 
Carver in the Quarterly Journal of E: ics for October, 1893, vol. viii. pp. 


40-61, and by Commons, pp. 18, 19, 185-187 of the work to which reference has 
already been made. An analysis of the saving of the individual, briefly stated 
and restricted to one moment of time and to one fixed rate of interest, has been 
made by Clark in the Quarterly Journal for April, 1891, vol. v. pp. 297-298, and 
in the Annals of the American Academy for March, 1893, vol. iii. p. 617; also, 
following Clark, by Marshall, on pp. 606 and 314 of the third edition of his 
Principles, and pp. 625 and 312 of the fourth edition. Clark’s suggestion 
seems to have been the germ of the theory so highly developed ; first by Carver 
and then toa higher stage, following him, by Commons. The present writer 
is indebted to Clark for the term ‘“‘ intra-marginal,’’ as used in this connection ; 
although he had worked out the subject as a whole independently of him or of 
any of the recent writers mentioned above. 
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pression, each individual has his own subjective scale of 
discounting the future. But the other factor of the ca- 
pacity to save—the opportunity to save which results 
from the excess of means over present pressing necessities 
—seems naturally to segregate individuals groupwise. In- 
dividuals certainly fall into classes of fairly homogene- 
ous make-up, as measured by the amount of their in- 
comes; and,among those who are the accumulators of 
capital par excellence in modern society, the amount of 
income is by far the more powerful factor determining the 
amount of capital which can be and is accumulated. 

The matter of individual saving within the classes 
which I am about to describe needs, however, to be 
somewhat further examined. And this is so because the 
margin of saving and the different grades or layers of 
intra-marginal saving on the part of the individual cut 
across, to some extent, the marginal and intra-marginal 
saving of the classes themselves. That is, each individ- 
ual member of a class has a margin of abstinence which 
will be higher or lower according to the prevailing rate of 
interest ; he will save more or less as the rate of interest 
rises or falls. Now, at any given rate of interest which 
brings a certain margin of saving into play, he reaps 
a surplus on each of those increments of his total savings 
which would have been made, if necessary, on the lower 
margin corresponding to the lower possible rates of inter- 
est. At any time he makes a saver’s rent on each part 
and on the total of his individual intra-marginal absti- 
nence. 

But for my purposes I wish to consider only the group 
surpluses or savers’ rent of classes of capitalists at any 
time in our modern society. I shall therefore make the 
assumption (not an entirely arbitrary one, as will be pres- 
ently explained) that there are classes of savers with 
fixed differences of marginal saving, and that the total 
possible savings of the class are made on that margin, 











-— 














248 QUARTERLY JOURNAL OF ECONOMICS 





there being no individual intra-marginal or extra-marginal 
saving. That is to say, the members of each class as a 
class are supposed to save a certain amount at a certain 
rate, and to save no more if the prevailing rate is higher, 
and to cease to save entirely if it is lower. 

Now, of course, the savers in each class will, as a rule, 
save somewhat more if the rate of interest should rise; 
and they will, most of them, keep on saving to some ex- 
tent if it should fall. Nevertheless, this does not for 
practical purposes invalidate my hypothesis. It seems to 
me that there are, in fact, classes of savers established by 
a standard of interest about which the members of that 
class do the bulk of their saving. There is a set of capi- 
talists, for example, who will save nearly as much as they 
are able and willing to save under any circumstances at 3 
per cent. If the rate goes higher, they save only a little 
more than they were saving already, and that not entirely 
because of the increased motive to save, but also because 
the rise of the rate of return has increased their incomes, 
so far as these are derived from interest on capital, and thus 
their ability to save. If, on the contrary, interest falls 
below 8 per cent., they will continue to save in some 
degree for certain special reasons presently to be ex- 
plained; but they soon lose the incentive to try to become 
or to continue capitalists on a large scale, and their total 
savings shrink rapidly,— more rapidly than could be 
accounted for by the decrease in their incomes. 

It is recognized that in actual life there is more friction 
than is here taken account of. The volume of individual 
saving —both the accumulation of new capital and the 
maintenance of old —responds less readily to a fall in the 
rate of interest than to a rise. Many people keep on. sav- 
ing new capital out of habit, although they do not feel as 
well paid as formerly ; and, again, capital once in posses- 
sion will naturally be held on to at a lower rate than 
would have furnished a motive for its formation. Never- 
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theless, in the end weak savers cease to save new capital, 
and sell out their rights in the old. 

To guard against possible misunderstanding, it is also 
perhaps necessary to emphasize the fact that, in classifying 
individual savers, I take into account their psychological 
characteristics and external circumstances at one moment 
of time ; that is, at one moment of time somewhat struct- 
urally extended,— during a rather short period of time. 
At widely separated periods in his lifetime an individual 
may appear under such different conditions of motive, 
strength of will,and circumstances, as to constitute him, 
for the purposes of this discussion, a different individual. 

Believing, with qualifications such as these, that there 
are classes of savers with certain marked characteristics in 
common as to the law of their saving, and that no serious 
error will arise if these classes are considered as absolutely 
separated,— if the overlapping of individual increments of 
saving into the different classes is neglected,— I will pro- 
ceed to the positive statement of my thesis. 

There is, first, at any time in our industrial society the 
class of marginal savers,—the people who save and invest 
for the sake of the return on the investment, and to whom 
the current rate of return is just sufficient to furnish a 
motive. Below this is a series of other classes of savers 
which would each in turn become the marginal class if the 
rate of interest should fall progressively. At any given 
rate of interest, therefore, the savers below the margin re- 
ceive, according to the class in which they stand, a certain 
amount of savers’ rent; that is, the interest they receive 
is not the rate necessary to induce them to continue to 
save, but the rate which the state of the market affords. 
Part of that interest, then, is the reward of their absti- 
nence,— the compensation for the amount of disutility of 
saving which they feel ; and the remainder is a surplus. 

To illustrate, let us suppose that the current rate of 
interest is 5 per cent., and that savers are graded into 
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classes A, B, C, D, E, F, G, H, corresponding with even 
units of per cent. of return at which each would save if 
necessary. Let Class G represent the margin,— those who 
save to get their 5 per cent. and who receive no rent. 
Class H, whose members are extra-marginal, and who are 
only potential savers, would be shut out altogether. Class 
F, on the contrary, would be intra-marginal, and receive 
a rent of 1 per cent.; and so back to Class A, which would 
receive 6 per cent. Class A would receive 6 per cent. 
savers’ rent (5 per cent. objectively, 1 per cent. purely 
subjectively), because it is supposed that the members of 
this class would, if necessary, continue to save the same 
amount at a negative rate of interest of 1 percent. They 
have so very strong a desire to make provision for the 
future, for themselves or for their families, that they 
would be willing to pay an annual charge of 1 per cent. 
to have that provision guaranteed. Thus, at one end of 
the scale of classes of savers in the community the motive 
of ambition predominates, and at the other the motive of 
prudence. The motive of ambition we may call the mar- 
ginal, or active, motive; and the motive of prudence, the 
intra-marginal, or passive, motive. Those who are actu- 
ated chiefly or altogether by the former make up, I be- 
lieve, the bulk of capitalists on a large scale, or rather 
those who are becoming capitalists on a large scale; 
whereas, those who are actuated chiefly or altogether by 
the latter make up the bulk of small capitalists, repre- 
sented in large part by savings-bank depositors and 
holders of policies of life insurance. 

The first and most important application of the idea of 
savers’ rent is to the difficulties which have arisen over 
the doctrine of abstinence. Not only socialists, but-some 
conservative economists, have been led, by what seemed to 
them to be the anomalous character of saving on the part 
of very rich men, to deny more or less explicitly the 
validity of the long-accepted proposition that interest is 
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the reward of a sacrifice; that is, a payment for a cost 
in creating and maintaining capital. 

Thus Béhm-Bawerk asserts that “Lassalle is for the 
most part right as against Senior,” because “the existence 
and the height of interest by no means invariably corre- 
spond with the existence and the height of ‘a sacrifice of 
abstinence,’”—an argument repeated elsewhere in con- 
nection with the German “labor theories” of interest.* 
A still more remarkable passage in the same vein is found 
in the attack on Courcelle-Seneuil’s theory of interest 
which, Béhm-Bawerk himself says, is “ only Senior’s absti- 
nence theory clad in a slightly different dress.” Here we 
read what is practically a reproduction of the famous gibe 
of Lassalle (who is mentioned by name and supported) ; 
we find, further, an attempt to prove that when a manu- 
facturer borrows from a capitalist, there is a double absti- 
nence, the second not paid for; and, finally, the statement 
that “people get interest, not because they work for it, 
but simply because they are owners.” In this passage we 
read in one place that “ foresight and saving do cost a cer- 
tain moral pain” (that is, do cost a certain sort of labor), 
and, in another place, that “the non-consumption of 
wealth” is not “a labor.” ¢ 

Béhm-Bawerk distinguishes the explanation of inter- 
est from its justification, the “is” from the “should be,” 


* Capital and Interest, pp. 277, 311. On page 278 Bohm-Bawerk announced 
that in his second volume he would give “ exact proof”’ of ‘‘ a certain influence 
on the origination of interest’ exerted by “‘ postponement of gratification,’’— 
the “‘ core of truth in Senior’s doctrine ’’ of page 276,— an influence which, how- 
ever, is ‘‘ neither so simple, nor so direct, nor so exclusive as to permit of inter- 
est being explained as merely a ‘ wage of abstinence.’’’ This promise is hardly 
made good, except very briefly on page 363. In those parts of the second vol- 
ume which, in some respects, come nearest to fulfilment, the sections treating of 
‘*the technical superiority of present goods” (particularly pages 316, 330-333, 
358, 359), the idea of a cost in postponement of gratification, the idea of “‘ pres- 
ent and future,” is left quite out of account; and, in that part (Book II. 
chap. iv) where postponement of gratification or abstinence is most satisfac- 
torily treated under the name of ‘‘ saving,’’ all mention of Senior is omitted. 


+ Capital and Interest, pp. 301-304; compare Positive Theory, pp. 123, 124. 
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and early in his first volume announces the former as the 
task to which he proposes to confine himself. In the 
second volume, nevertheless, we find him dealing exten- 
sively with the latter problem, and that one set of pas- 
sages seems to justify interest, and another set seems to 
imply the contrary.* Again, in dealing with the expla- 
nation of interest and of the growth and maintenance of 
capital, there is one set of passages which explain those 
intimately connected matters by the abstinence theory, 
or by that theory clad in a slightly different dress, and 
another set which explain them quite otherwise.t Thus, 
on a very important part of the theory of capital and inter- 
est, this keen writer swings back and forth between two 
opinions. The oscillation notwithstanding, the general 
impression given by his earlier and later volumes is that 
Senior’s doctrine of abstinence is to be abandoned.t 

In the same way we find Marshall, in his handling 
of the doctrine of abstinence, impressed by the fact that 
“the greatest accumulators of wealth are very rich per- 
sons”; that he ‘refers, without expressed dissent, to the 
“amusement” which Marx and his followers have found 
in “contemplating the accumulation of wealth which 


* Positive Theory, pp. 360, 363, 364, 371 ; and 120, 121, 362. 

tIbid., pp. 102, 104, 106-118, 123, 124; and 316, 330-333, 336, 358, 359, 363. 
A further set of contrasted passages may be found which deal with Béhm- 
Bawerk’s answer to the question whether there is saving involved in the main- 
tenance of capital as well as in its first creation. Positive Theory, pp. 104, 110- 
111, 116, 117; and 119, 120, 362. In the last passage (p. 362), the sentence 
“* Where capital has once been obtained by personal exertion and ability,’’ — 
all idea of saving as something additional to technical exertions or industry, 
necessary to the creation as well as the continued existence of capital, seems 
to have dropped out of sight. With this passage may be compared pp. 381- 
383 of vol. ix. of the Quarterly Journal of Economics. 


t This view of the net effect of his teaching is supported by p. xv of 
the “ Translator’s Preface ”’ to Capital and Interest, and by Hadley in Annals 
of the American Academy of Political and Social Science (November, 1893), vol. iv. 
p. 338. The passage in Hadley’s article leads up to his theory of the justifica- 
tion of interest as an institution for the selection of business ability. This 
dissent from the classical teaching is not so strongly expressed in his Econom- 
tcs,—it is rather implied; but he proceeds to defend the system of interest 
in modern society as in the article. 
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results from the abstinence of Baron Rothschild”; and 
that (following Macvane) he substituted the word “ wait- 
ing” for the word “abstinence,” without clearly indicat- 
ing how much of the properly understood significance 
of the old term attaches to the new. Indeed, he leaves 
it very much in doubt whether or not interest is always 
the reward of a real sacrifice, and even whether accumula- 
tion always involves “ waiting.” * 

It is certainly within the bounds of truth to say that 
we get at best, from the conservative writers just ex- 
amined, an uncertain and hesitating answer to these ques- 
tions. The cause of this obscurity, as in all such in- 
stances, is confusion of thought. And this confusion of 
thought arises from the attempt to treat savers as a 
homogeneous body,— an undertaking which breaks down, 
and results in treating interest as a payment for a disutil- 
ity felt by savers in the “average” of cases or in “most ” 
cases, or as payment for something which is not, after 
all, a real or “painful” disutility. 

The definite answer to every question concerning the 
doctrine of abstinence is found only when we consider 
that the current rate of interest at any time is the re- 
ward of abstinence for the marginal savers, and that 
other savers are receiving varying amounts of savers’ 
rent. Or, to express the idea another way, the current 
rate of interest at any time is determined by the marginal 
productivity of capital, on the one hand, and by the 
marginal effective desire of accumulation, on the other; 
and this marginal effective desire of accumulation, which 
furnishes the last increment of capital in use, must be 
paid its necessary price, which price so fixes the market for 


*“*The accumulation of wealth is generally the result of a postponement 
of enjoyment or of a waiting for it... . The growth of wealth involves in gen- 
eral a deliberate waiting for a pleasure which a person has (rightly or wrongly) 
the power of commanding in the immediate present.” 

The italics are mine. See the whole passage, third edition, pp. 314, 315; 
second edition, pp. 292, 293 ; fourth edition, pp. 312, 313. 
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savings that those who have a stronger effective desire 
of saving reap an advantage which may be called a rent. 
Thus, at any time in our modern society, interest, with 
some people, is entirely “earned,” in the sense that it is 
a reward for a sacrifice or self-denial that would not be 
made but for the reward; and at the same time with 
others interest is, to a greater or less degree, “ unearned,” 
in the purely economic, non-legal sense of the term. In 
primitive societies and newly developed countries, all 
savers are on the margin. There is then no savers’ rent, 
just as there is no landlords’ rent. 

The terms “abstinence,” “waiting,” and “saving,” in 
political economy, should mean precisely the same thing, 
—namely, a going without the present consumption of 
wealth which, in itself or in its equivalent, people have it 
within their power to consume; which going without is a 
necessary condition both for the creation and maintenance 
of capital under any and all circumstances.* Whether or 
not, and in what degree, this act of going without involves 
a felt privation or renunciation or sacrifice, in the ordi- 
nary sense of these words, depends on the character and 
circumstances of the individual. With some people, to 
go without present consumption or to postpone consump- 
tion involves privation and self-denial or restraint to 
such a degree that all they receive as interest on their 
capital, by virtue of the marginal exploitation of the 
arts and processes of industry by means of their capital, 
is strictly a reward. This holds true of all frontiersmen, 
and of all poor but ambitious capitalists starting in busi- 
ness. On the other hand, with many people in an ad- 
vanced and wealthy community going without the full 
exercise of this command over present consumption in- 


* These terms, unqualified, should pertain only to an economic category. 
If we wish to call attention to the fact of an historical-legal category,— to 
the fact that at the present time some people perform for others the necessary 
abstaining, waiting, or saving in the process of production,— we should speak 
of “vicarious” abstinence, waiting, or saving. 
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volves a felt privation to so slight a degree that much 
and sometimes all of what they receive as interest is an 
unearned increment of gain or rent. The existence of 
savers’ rent, objectively considered, is due to the fact 
that through the workings of competition all acts of 
abstinence, waiting, or saving, are paid for at one market 
rate. Subjectively considered, the existence of savers’ 
rent depends upon the fact that all acts of abstinence, 
waiting, or saving, do not involve the same disutility 
or cost. 

The chief reason why the intra-marginal savers have 
a stronger effective desire of accumulation than others is 
not so much because they have a more vivid realization 
of the future or more self-control, as because their incomes 
are so much larger that the marginal utility of money with 
them is less. A small part of the income of a Rothschild 
or a Vanderbilt will buy everything which can add any 
further appreciable increment of pleasure or social consid- 
eration. If, then, such men go on saving and investing, 
because they prefer that course to giving their money 
away, the gains which they receive on such investments 
are undoubtedly pure savers’ rent. 

It must be remembered that our analysis concerns the 
saving of capital by classes in a community at a certain 
time. Considering long periods of time, and regarding 
our classes of savers as present representatives of a race 
of savers, we find that in the end the differences between 
them depend upon differences in psychological make-up, 
and not on differences in outward circumstances (i.e., on 
size of income). The present generation of stronger 
savers save much under easy circumstances, because, 
speaking generally, their ancestors saved much under 
difficulties. This generation is intra-marginal in its sav- 
ing, because that generation was marginal,—it did not 
shrink from making the most of its opportunities, although 
the fight was hard. 
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Even as to the very rich of the present generation, it 
may be doubted, from the general and social point of view, 
whether the incomes of such persons are to be regarded 
as consisting, to any great extent, of pure interest. As 
individuals, any particular one of them may do what, 
as a matter of fact, many of them already do,— delegate 
the management of property, and invest only in public 
funds or other forms of securities entailing a minimum of 
risk. In general, however, it would seem impossible for 
them to do this as a class. It is obvious that all of them 
could not, at the same time, invest in the safe, auto- 
matically managed forms of investment, without speedily 
reducing the rate of return on such investments approxi- 
mately to zero. As a class, therefore, they must run risks, 
and must exert strenuously great powers of management 
in order to keep up their fortunes, to say nothing of in- 
creasing them. Securities are constantly falling in, and 
some means of reinvestment must be found. Industry is 
constantly undergoing change which displaces old forms 
of concrete capital. Saving, in the full, economic sense 
of the word, means not only the determination to save, 
but the finding of the ways and means of saving,— not 
only making investments, but making them pay. The 
very wealthy, in actual fact, include within their number, 
as a necessary factor in the autonomy of the class, those 
captains of industry in whose hands is the “speculative 
fund” which is the chief element of material progress in 
our society. As risk-takers, organizers, patrons of inven- 
tion, this active element of the wealthy capitalist class 
brings gains to society which justify the existence of the 
class asa whole. It is, moreover, obvious that the great 
profits of the more enterprising and successful of these 
leaders of industry far exceed the total of all possible 
savers’ rent on their mere saving, in its narrower sense. 
If still it should be urged that these men do not “earn” 
their huge incomes, it can be only on the ground that 
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they receive still another sort of rent,— the rent of excep- 
tional ability. 

But into further discussion with those who attack the 
present industrial order it is not well to enter here. The 
argument in hand, which has grown into a digression, 
must be brought to a close by emphasizing the fact that 
interest in general — interest as an institution —is justi- 
fied, because it is necessary in order to secure for society 
the benefit of the capital accumulated by the marginal 
savers. This is so, even if we admit that all interest is 
pure interest; that is, that it is a compensation for absti- 
nence or waiting, and for no other economic exertion or 
act. A necessary result of the institution of interest is 
that some interest is “unearned” by those who receive it, 
except in the non-legal sense of the word; but this fact 
does not disprove the expediency and justification of in- 
terest considered as a means towards increasing material 
wealth. 

A ready application of the theory of savers’ rent is to 
the question of the influence of the rate of interest 
upon the increase of capital. Some economists, observing 
the especial strength of the effective desire of accumula- 
tion in certain classes, and at the same time overlooking 
the existence of the marginal savers, have been led to 
reject the doctrine that saving varies, or tends to vary, 
directly with the rate of interest. 

Properly understood, the question under discussion con- 
cerns the effect of variations of the rate of interest upon 
the volume of saving of the individuals of a given commu- 
nity, other things remaining the same. It is not, as has 
sometimes been supposed, a question of the effect on the 
volume of saving of a given high or low rate in different 
communities or at different times. Before answering the 
latter question, one would have to know the amount of 
capital on which the high or low rates were obtained, and 
the relative strength of the effective desire of accumula- 
tion, as established by habit and social custom, and the 
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general state of industry and arts, in the different commu- 
nities and at the different times. As a matter of fact, it is 
generally true that those countries which have at any 
time a low rate of interest accumulate capital far more 
rapidly than those which have a high rate. This is so 
because in the former the low rate is realized on a much 
larger mass of capital,— the savable fund is larger; there 
is, or may be, a stronger disposition (relative to the rate) to 
accumulate from the savable fund; and, generally, there is 
in such a community, a far more progressive state of the 
arts, facilitating the exercise of the disposition to accumu- 
late. At different periods in the development of any one 
community, again, all these factors vary widely. 

W. L. Sargant was perhaps the first among modern 
writers to question the validity of the commonly accepted 
principle. In a work published in 1867, chiefly in criticism 
of Fawcett, Sargant maintained that fear of future want, 
for one’s self or for one’s family, is a motive for saving far 
more generally felt than the desire for enlarged income ; 
that those actuated by the former motive are generally 
bent on amassing a certain definite sum, or a sum yield- 
ing a certain definite income; and that, therefore, the 
lower the rate of interest, the more they must and will 
save to attain their object.* 

To a considerable extent, Marshall confessedly followed 
Sargant in this matter in the Zceonomics of Industry and, to 
a lesser extent, in the Principles. In the end, what must be 
regarded as a complete support of the ordinarily accepted 
principle is given in each work; but it is expressed in 
terms that seem to indicate uncertainty and hesitation. 

* Recent Political Economy, pp. 67-80. In an earlier work, The Science of 
Social Opulence (1856), pp. 246-248, Sargant had already briefly advanced the 
same idea. In view of his direct and indirect influence on certain later writers, 


about to be noticed, it should be mentioned that Sargant was for three years 
a student at the University of Cambridge. 

t+ Economics of Industry, pp. 41, 42. Principles, third edition, pp. 317 and 
313, 314; second edition, pp. 294, 295, and 291, 292; fourth edition, pp. 315 and 
311, 312. 
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Much the same thing, in a more elaborated argument, is 
done by Sidgwick.* It may be readily admitted that the 
exact quantitative effects of a fall in interest upon the 
volume of saving of different classes, and of the whole 
community, are difficult or impossible of determination ; 
but, nevertheless, this fact should not lead to a wavering 
statement as to the qualitative effects of such a fall, since 
there can be but one answer to that question. 

In contrast with these last-mentioned writers, Cunning- 
ham, another member of the University of Cambridge, 
comes to a well-nigh unqualified denial of the traditional 
doctrine. He accepts Sargant’s premises (perhaps not 
knowing that they originated with Sargant), and, without 
qualifying them with other principles, carries them to 
their logical conclusion. A distinction is made between 
those who save “because they wish to have a reserve 
fund” and those who save, or seem to save, “ because 
they wish to have an income or to have a larger income.” 
It may be doubted “that the latter is a real and distinct 
motive”; and, at any rate, “the chief motive in saving is 
not so much the desire to have interest as the desire to 
have principal.” And, accordingly, he concludes that “a 
fall in the rate of interest will not affect the desire to save 
at all; this will remain as strong as before, and accumu- 
lation might continue unchecked, even if the rate of in- 
terest were merely nominal.” And, again,— to go from 
Cambridge to Oxford,— we find that Thorold Rogers has 
asserted that “the motive for saving is the provision 


‘against emergencies” ; that, “if people could get no profit 


or but a small profit or interest, they would still save, 
perhaps save all the more,”— that “a very low rate of in- 
terest stimulates saving.” t 

* Principles of Political Economy, first edition, pp. 161, 162. Compare pp. 
160, 163, and 290. See also the Fortnightly Review, vol. xxvi. (New Series), 


p. 408. Sidgwick does not express any indebtedness to Sargant; but it would 
seem that he was influenced by the latter, via Marshall. 


+ The Use and Abuse of Money, pp. 71 and 73. 
t The Economic Interpretation of History, p. 235. 
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Of the recent work by Sidney and Beatrice Webb, space 
will not permit a detailed examination. Nevertheless, be- 
cause it contains the most elaborate argument yet pub- 
lished upon the point in question, and because as a new 
work its value is yet to be tested, it may be worth while 
to examine it at somewhat greater space than has been 
given to the earlier volumes just passed in review.* 

According to the Webbs, there are in society three dis- 
tinct types of savers, including the whole population,— 
the poor, the very rich, and the professional classes. 
Each of these is represented as saving extensively,— so 
extensively that there is hardly room left for increased 
total savings in society under any change of technical or 
psychological conditions. In view of the picture which 
is painted, one scarcely understands how there can be any 
problem of improvidence on the part of many of the 
middle class, any problem of pauperism on the part of 
many of the poor. In addition, the extent and force of 
the motives which lead to saving, apart from gain or in- 
creased present income, would also seem to be overesti- 
mated. Saving is represented as done — virtually all of it 
—from the motives of obtaining provision against future 
want, or of obtaining a definite income in the future; 
that is, practically all saving is done from other than what 
one may call the marginal motive. The poor — identified 
with the whole body of savings-bank depositors in Eng- 
land and with the penurious peasantry of France —are 
said to “go on” saving just the same, “ whether profit or 
interest is reaped or not”; and the middle class is said 
to be affected by any change in the rate of profit “in 
positively the opposite direction” to that commonly sup- 
posed, “the amount of accumulation” with them “ being 
increased by a fall in the rate and checked by a rise.” 
Only the class of accumulators of capital already very 
rich are, strangely enough, at all influenced in the volume 


* Industrial Democracy, vol. ii. pp. 610-632. 
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of their saving by the gain to be obtained. And even 
these are only remotely affected by the rate of interest, 
since the volume of their saving is regarded (very prop- 
erly) as determined primarily by the size of the savable 
fund which comes automatically into their possession,— 
by what remains out of their huge incomes after satisfy- 
ing certain “habits of expenditure.” It is doubtful, the 
authors say, if this class would save any more if interest 
were at 4 per cent. instead of at 3 or any less if it were 
at 2. 

From all this one would never suspect that millions of 
middle-class people in England have, first and last, been 
ruined in the attempt to make investments yielding high 
profits; that of recent years many of the poorer classes 
have invested much in the shares of speculative stock 
companies; that even in France, not long ago, rich and 
poor alike poured untold treasure into the ill-fated Panama 
venture,— surely evidence that a high rate of return plays 
its part among the motives that bring about investment. 

In our authors’ conclusion we find that note of uncer- 
tainty and indetermination so characteristic of non-con- 
structive writers who seek to overthrow those principles 
of political economy which long consensus of opinion has 
established. “To put it concisely,” they say, “it is, to 
say the least of it, extremely doubtful whether the accum- 
ulated capital of the United Kingdom would be greater or 
less at the present time if the rate of interest on the best 
security, instead of falling to a little over 2 per cent., had 
remained at 5 or 6 per cent., the rate at which Pitt fre- 
quently issued consols. Still less is it possible for the 
economist to predict whether, our national habits being 
as they are, the growth in wealth during the next hun- 
dred years would be stimulated or depressed, if the rate 
should within that period fall even to 1 per cent.” 

There is, however, no lack of boldness in the applica- 
tion of this merely negative theory. Broadly speaking, 
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the trade-unions of England are told that they need not 
refrain from putting the utmost pressure of which they 
are capable upon the capitalist employers through any 
fear of killing the goose that lays the golden egg. No 
matter how much wages are increased, hours of labor 
reduced, and the conduct of business interfered with, by 
the action of the unions or of the legislature at the be- 
hest of the unions, the accumulation of capital in Great 
Britain will not be checked, nor will capital flow out of 
the country. At least, neither of these things will take 
place to such an extent as to react adversely on the inter- 
ests of wage-earners. 

This advice to workingmen, in opposition to that of 
more conservative economists, is supported by other argu- 
ments than those given above, the essence of the further 
discussion being a misrepresentation of the real nature of 
high wages regarded from the point of view of the capi- 
talists. If, as is alleged by our authors, increasing wages, 
shorter hours, factory legislation, and the rest, cause pari 
passu an increase in the efficiency of labor and in the 
exemption from business risks of a political-social nature, 
and hence an increase in the productivity of capitalistic 
industry as a whole,—in this case it is clear that the 
burden placed upon capital is not real, but apparent. 
High wages, then, are not at the expense of profits or 
interest. The whole question is begged. 

But this is aside from the particular point of economic 
theory with which we are dealing; for the interesting 
fact is that the authors of Industrial Democracy make it 
very plain that they regard “the verdict of the econo- 
mists” on the relation of the rate of interest to accumula- 
tion as a false one.* 


*Our authors are not averse, however, to leaning on the authority of the 
economists, if on their side ; from Josiah Child and Adam Smith, to Nicholson 
and Smart. An attentive examination of the passages cited from these writers, 
and of their context, shows that they are less clearly in support of the proposi- 
tion that the amount of saving is independent of the rate of return, than their 
citation in Industrial Democracy would imply. 
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Now it is much to be doubted whether there are many 
people determined only, as has been asserted to be the case, 
on obtaining a fixed, definite sum of income or of princi- 
pal. The only fact known by observation, as regards in- 
come, is the general one that there are many people in 
the business and professional classes who accumulate for 
the purpose of retiring, or providing for a family, on the 
annuity to be obtained from their accumulations. But 
it seems to be begging the question to assume that such 
people have a fixed purpose to secure a definite annuity 
from capital, and will therefore save all the more if the 
rate of interest falls. The probable fact is that, when the 
rate of interest falls, most of this class of savers moderate 
their ideas as to the amount of annuity necessary to main- 
tain one’s self or one’s family in comfort. When interest 
is at 4 per cent., such a saver thinks an income, say, of 
$4,000 is what he must attain, and saves accordingly. 
When interest falls to 8 per cent., he regretfully con- 
cludes that $3,000 or less will answer, and saves accord- 
ingly. As regards principal, it is a matter of common 
knowledge that there are eccentric individuals closely akin 
to mere hoarding misers, who are narrowly bent (as Sar- 
gant alone definitely pointed out) on leaving behind them 
some particular sum, say 1,000,000 units of the money 
of the country. Such accumulators, by hypothesis, will 
pinch and spare all the more if the rate of interest falls. 
I believe they cut little figure, however, in the grand 
total of national savings. 

But allowing that such is not the case, supposing that, 
for the reasons assigned by the writers we have examined 
or for any other reasons, there is a large number of people 
of various classes who would save more than they do now 
if the rate of interest should fall, and less if it should rise, 
what does it signify? They are merely one section of the 
receivers of savers’ rent. Neither they, nor the much 
larger number of intra-marginal savers who would save 
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approximately as much as they do now at a lower or 
higher rate, control the situation. They do not supply 
the marginal increment of capital. If they did, the rate of 
interest would long ago have approximated to zero. ‘The 
increase of capital at any time varies directly with the 
rate of interest, not necessarily absolutely, but in the 
sense that it is greater than it would otherwise have been 
if the rate rises, and less than it would otherwise have 
been if the rate falls.* The total supply of capital is in- 
creased when the rate of interest rises, not so much 
because the existing marginal and intra-marginal savers 
save more as because a new set of marginal savers comes 
into play.t 

Keeping in mind the distinction between the absolute 
and the relative supply of capital, we see that this rein- 
forcement of the traditional theory need not precipitate 
us into the feeling of dread common with the earlier con- 
servative writers, and in strong contrast to the optimism 
of the opinions just considered,— the dread that any consid- 
erable burden put upon interest or profit would cause a 
“withdrawal” of capital from business, and an ominous 
shrinkage of the accumulated wealth of the community. 
That this result need not necessarily follow from the 
cause named, at any moment of time, and much less dur- 
ing a considerable period of time, is readily understood, 
when we consider the fact that savers are in grades, or 

* The classical doctrine of the relation of the rate of return to the volume 
of investment holds true in exactly the same way as the quantity theory of 
money holds true. It is no disproof of the latter theory, properly understood, 
to point out that there has been an absolute increase of money during an era 
of falling prices ; and in like manner it is no disproof of the theory of accumula- 
tion to point out that there has been an absolute increase of capital during an 
era of falling profits. 

tTo be exact, according to my early analysis of individual saving, it 
should be said that capital increases when the rate rises because of a new wave 
of marginal saving, because of a new impulse given to those to whom the old 


rate was just short of bringing out their greatest effort. These savers, here 
called ‘“‘a new set of marginal savers,’ had, in fact, been already saving 


something. 
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layers, together with the further fact that in modern 
society the volume of savings tends normally to increase 
quite independently from any progress of the arts suffi- 
cient to maintain or raise the rate of interest. 

Mill had a glimpse of the true modifying conditions 
when he said that in any society “there are always some 
persons in whom the effective desire of accumulation is 
above the average, and to whom less than this rate of 
profit [t.e., the “certain rate” adapted to the psychological 
condition of the average man] is a sufficient inducement 
to save,” which statement was followed by the assertion 
that in our present civilization this necessary or sufficient 
rate “tends to diminish.” But, owing to his having the 
concept of the “average,” instead of the marginal, “ equiv- 
alent for abstinence,” he went on to emphasize (which 
was his characteristic position) the supposed fact that in 
any fully developed and wealthy country the actual rate 
of profit “is habitually within, as it were, a hand’s- 
breadth of the minimum, and the country, therefore, on 
the very verge of the stationary state,” from which state 
the progress of the arts, and of other forces by which the 
rate of profit is raised or sustained, alone can save it.* 

Cairnes, following Mill in this matter, was led to dis- 
courage trade-unionists to as unwarrantable a degree as 
Sidney and Beatrice Webb have encouraged them. After 
admitting that the “lowest rate of profit will be different 
for different communities and for different stages of civi- 
lization,” he says: “But under all circumstances there 
will be a minimum rate, below which, if the return on 
capital fall, accumulation, at least for the purpose of in- 
vestment, will cease for want of adequate inducement.” + 
The continuation of saving and investment, in any modern 
industrial society, does not hang on such a slender thread. 

To bring the matter to a conclusion, one may say that, 


* Principles, Book IV., chap. iv., sect. 3 and following. 
t Some Leading Principles of Political Economy, chap. iii., sect 2. 
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as the error of the optimists proceeds from regarding all, 
or nearly all, interest as a surplus or rent, overlooking the 
marginal savers, so that of the pessimists comes from re- 
garding all, or nearly all, interest as a wage, a necessary 
inducement to save, overlooking the intra-marginal savers. 
A considerable but not excessive fall of interest — say 
of 1 per cent.— might at any time cause little decrease of 
the volume of saving on the part of the intra-marginal 
savers; and, although it forced the previously existing 
marginal savers out of the field, it might cause no absolute 
decrease of total capital, since the savings of the displaced 
savers may represent no more than the natural increase of 
the capital of the community. Such retarding of the in- 
crease of the growth of national capital would be, of 
course, an economic loss; and, therefore, here also, as with 
all the factors of production, the ideal of taxation and of 
all voluntary burdens put upon capital is, if possible, to 
avoid the margin. If a system of taxation could be de- 
vised whereby the receivers of savers’ rent alone were 
taxed on the amount of their rent, there would then 
be no check to the accumulation of capital by reason of 
taxation.* 

As for an absolute decrease of capital during consider- 
able periods of time, a very heavy fall of interest, how- 
ever brought about, may produce no such effect, because 
meanwhile the savable fund in the hands of the stronger 
savers may have so greatly augmented. In actual fact, 
the world has seen, of recent years, an enormous increase 
of capital in spite of a decline in the rate of interest to 
one-half of what it was a short time ago. Great numbers 
of former marginal capitalists and their present represen- 
tatives have been, and are, forced out of the field; yet 
those who remain are able and willing to save so much 
that their places are more than made good. 


* The present writer has little belief in the practicability of any scheme of 
“* burdenless,’’ or non-industry-retarding taxation, because of the extreme diffi- 
culty of determining quantitatively what any sort of rent is. 
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And this brings us to a further, and concluding, appli- 
cation of the principle of savers’ rent, or, rather, of the 
marginal principle at its basis. For this theory, it seems 
to the present writer, helps to explain the modern concen- 
tration of industry, hitherto too exclusively accounted for 
as the result of the technical advantages of production 
on a large scale. Undoubtedly, concentration is, in some 
measure, explained, perhaps entirely explained, on one 
side,— on the side of “units of management,”— by the 
changes in the arts and in the general methods of doing 
business. But it seems that another reason, a reason 
which explains at least another side of the phenomenon,— 
the side of “ units of ownership,” — is that, as the margin 
of productivity of capital has fallen, the margin of saving 
and of savers has of necessity fallen with it. Individual 
businesses have been absorbed by corporations; and small 
corporations have been swallowed up by larger ones, 
partly, to use Professor Marshall’s phrase, because of in- 
ternal and external economies, but partly, also, because the 
new owners had a stronger effective desire of accumulation 
than the old ones. The progress of the technical arts in 
general tends to sustain the rate of interest, and so works 
against concentration of ownership of capital. It operates 
to sustain the motive for saving of the weak savers on 
the one hand, and on the other affords them a variety 
of new opportunities to embody savings. But in actual 
experience of recent years the progress of the arts has not 
been of sufficient force to sustain the rate of interest; and 
the weak savers, and those who employ the capital of the 
weak savers, have, in consequence, been driven to the 
wall. 

The strong savers are strong, as has already been ex- 
plained, principally as the result of their present financial 
position rather than as the result of superior psychologi- 
cal powers. To use Béhm-Bawerk’s expression, they 
“discount the future” less than other men because of 
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their situation as to “want and provision for want,” not 
primarily because they have more foresight and self- 
control. One may add, of course, that the strong savers 
have their huge savable funds, which make it compara- 
tively easy for them to save, in part because of their 
superior powers in production; but it comes to the same 
thing in the end. Such men as the Standard Oil and 
Sugar Trust magnates are rich and successful and ambi- 
tious for more wealth; and, because they are rich and 
successful and ambitious, they are constantly pushing out 
with masses of fresh capital, and either investing more for 
the same return, or the same for a less return, or the same 
outlay for the same return in a longer period of produc- 
tion,— which means, in the last analysis, that they are 
undersaving other men. 

It needs also to be emphasized that any force which 
lowers the margin of the productivity of capital, and thus 
directly depresses the rate of interest, has the same effect 
in bringing about concentration as those forces we have 
just been considering. Thus factory legislation and the 
exactions of trade-unions as regards hours and wages 
tend powerfully to drive out the marginal capitalist. In 
spite of all the clamor against concentration, many trade- 
unionists see clearly on which side their interest lies. They 
know by experience that the great employers can and do 
give the steadiest employment and the highest wages; 
that the small employers struggling to keep their heads 
above water pay the lowest wages, because they cannot 
pay any more. 

“ Profits” and “interest” are not of course synony- 
mous terms; nor do they vary together strictly, as I have 
thus far, for the sake of convenience, assumed. It is obvi- 
ously possible, and even probable,—as Sidgwick has 
pointed out,*— that at any time the first blow caused by 
increase of workmen’s wages will not fall immediately on 


* Fortnightly Review, vol. xxvi. (New Series) p. 408. 
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the interest of capital, but will reach it only through a 
medium that will absorb at least a good part of its force ; 
that is, as he himself explains it, it will merely cause a de- 
duction from profits proper, or the “ wages of superintend- 
ence” of entrepreneurs as distinguished from capitalists. 

But this, again, means concentration,— concentration in 
the management of capital. A margin of weak entre- 
preneurs, working with borrowed capital, who found the 
former “wages of superintendence” and “ compensation 
for risk” just worth their while, will be forced out of the 
field. The process may go on for some time, the strong 
wage-payers absorbing the business and the workmen of 
their weaker rivals, because they have a stronger effec- 
tive desire of paying wages and undergoing risks, as re- 
gards the rate of profits proper, which in turn is largely 
because the absolute amount of their incomes makes their 
standard of living more “compressible.” But, in the end, 
interest must go down in harmony with the fall of gros- 
profits; and any further raising of wages must lead to con- 
centration in the ownership of capital. This latter process 
in turn will, in the end, if hurried too fast by pressure 
from labor unions or legislatures controlled by them, check 
accumulation of capital, and make any further rise in gen- 
eral wages, for the time being, impossible. 

Whether such a tendency towards concentration is re- 
grettable or not, would involve a consideration of its politi- 
cal, social, and ethical aspects, as well as of the economic 
effects simply. These last alone have here been consid- 
ered by way of illustrating the fundamental and neglected 
principle under consideration,—the varying strength of 
the effective desire of accumulation and the element of 


savers’ rent. 
C. W. MIXTER. 








THE STUDY OF PRACTICAL LABOR PROBLEMS 
IN FRANCE.* 


THE difference between the study of practical and 
theoretical economics, the fact that one can thrive while 
the other is neglected, is strikingly demonstrated by the 
position now occupied by France as regards her contribu- 
tion to economic science. France alone among the lead- 
ing nations has within recent years made almost no ad- 
dition to the literature of pure political economy. The 
new study of economic theory, for example, led by the 
Austrian professors Wieser and Béhm-Bawerk, with their 
researches concerning value, has there made little or no 
impression, scarcely eliciting a contribution to the eco- 
nomic press. In spite of this neglect of the theoretical 
aspect of economics, however, an activity in the study of 
practical labor problems there exists that is exceeded in 
no other country of Europe. Sweeping as this statement 
is, no one, I think, can make a careful examination of the 
work now being done in France without being convinced 
of its justification. 

In America one is accustomed to associate all real study 
of labor conditions with the great universities. All of 
our economic reviews are connected with, and under the 
editorial management of, the economic faculties of the 
different universities; and contributions to their pages 
are largely drawn from men who follow academic careers. 
The results are such as might be expected. There is 
much excellent discussion of principles, some historical 
work regarding institutions; but little examination of 
actual labor problems with a view to devising means for 
their solution, and still less effort to put into practical 


*Read at the meeting of the American Economic Association at New 
Haven, Dee. 28, 1898, 
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operation the measures of reform deemed to be the most 
desirable, 

In France the condition of affairs is the reverse. 
In scholastic instruction of economics France is noto- 
riously weak. On the other hand, the study of social 
questions outside of the universities is pursued with 
great ardor, and is wide-spread. The real centres of edu- 
cation and work in this field are the important economic 
associations, and, more than all, the numerous organiza- 
tions for the promotion of particular measures of reform 
the membership of which is drawn largely from men of 
affairs, those prominent in public life or in journalistic 
and business undertakings. Within recent years there 
have been organized in France a number of such associa- 
tions, each devoted to the promotion of reform in a certain 
field, such as the improved housing of the working classes, 
the study of workingmen’s insurance, the promotion of co- 
operation and profit-sharing. Their work has resulted 
not only in the accumulation of a great deal of informa- 
tion concerning these subjects, but in the practical intro- 
duction of the measures of reform for which they stand. 
In other words, these societies are not merely organiza- 
tions for study alone, but are primarily societies of propa- 
ganda for the practical advancement of reforms which 
their studies have led them to believe to be desirable. In 
a number of cases the work of these organizations has 
assumed an international scope, and is of such excellence 
that no student of social conditions can afford to overlook 
it. Their publications in many instances constitute the 
most valuable body of literature in existence concerning 
the movements they represent. 

It is the purpose of the present paper to make a rapid 
survey of these, as well as other agencies for the study of 
practical labor conditions, to show the valuable character 
of the work they are performing, and in general to give 
an idea of the character of the great movement for the 
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improvement of the conditions of labor that is now in full 
activity in France. 


Government Work.— Though not the most important, 
the work of the government should first be considered. 
It is now generally accepted that the state has an im- 
portant part to play in the collection and diffusion of 
information useful to mankind. In the case of informa- 
tion showing the social condition of the country this 
amounts to a real duty. All modern governments in 
their administrative reports and in their periodical census 
enumerations publish more or less information throwing 
light upon the industrial situation of the country, and 
consequently indirectly upon the economic condition of 
the laboring classes. Special effort on the part of the 
government systematically to collect information directly 
concerning labor conditions, however, is of recent date. 

The first effort in this direction in France was in 1891, 
when M. Jules Roche, then Minister of Commerce and 
Industry, by decree of January 22 created a Superior 
Council of Labor with the duty of examining and report- 
ing upon any measure relating to the interests of labor 
that might be referred to it. Its character was very sim- 
ilar to that of the Superior Council of Statistics created 
in 1885, which had been so instrumental in improving and 
unifying the statistical work of the various departments 
of the government. The labor council was made to con- 
sist of fifty members, partly representative workingmen, 
employers of labor, and members of Parliament appointed 
by the Minister of Commerce, and partly members ex 
officio, the chiefs of bureaus and officers of organizations 
having to do with the economic interests of the country. 

This council has been very effective in promoting and 
elaborating the labor legislation of recent years. Almost 
its first service was to recommend and secure the creation 
of a permanent bureau of labor investigation in the exist- 
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ing Office du Travail, the purpose of which is strictly sim- 
ilar to that of our own Department of Labor. The 
law creating this bureau is dated July 20, 1891, and the 
decree determining the details of its organization August 
19, 1891. Subsequent decrees of February 4, 1892, and 
June 18, 1894, have changed its nature and scope to some 
extent. 

The French labor department has done exceptionally 
good work among labor bureaus. Its publications now 
number thirty-two or more volumes, in addition to a 
monthly Bulletin which has been issued since 1894, and 
constitute the most valuable body of information concern- 
ing labor conditions in France now in existence. Its 
annual reports concerning labor disturbances show the 
number, character, and results of strikes each year since 
1890, and the results of the operation of the arbitration 
act since its enactment in 1892. Its special reports con- 
cerning the hygiene and security of industrial workers, 
and the arbitration of labor disputes both in France and 
foreign countries, are the most complete compilations 
upon these subjects that exist. Its series of reports upon 
the German and Austrian systems of workingmen’s insur- 
ance present valuable analyses of the statistical returns 
of these institutions, and its reports upon wages and 
hours of labor in France furnish almost the only official 
data concerning these points that can be had. 

As originally constituted, the work of the Office du 
Travail was limited strictly to the collection of labor 
statistics. Its facilities for statistical work, however, soon 
led to the transfer to it of other statistical work. It thus 
now publishes the results of the periodical censuses, the 
annual statistical abstract (Annuaire Statistique), and the 
Statistique Annuelle, or annual returns of births, deaths, 
marriages, which were formerly prepared by the indepen- 
dent Bureau dela Statistique Générale, The labor bureau 
has thus, in fact, become the central or general statistical 
office of France. 
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Le Play School_— Turning now to private efforts, his- 
torically, at least, the work of the Le Play School deserves 
prominent mention among the organized efforts for the 
study of labor conditions. In 1855 M. F. Le Play pub- 
lished his celebrated Les Ouvriers Huropéens. The 
Academy of Moral and Political Sciences, in according 
to this work the Prix de Statistique, expressed the hope 
that a society might be organized for the purpose of con- 
tinuing the study of society along the lines, and according 
to the methods, there laid down. The idea was eagerly 
taken up by Le Play; and an organization under the 
name of Société Internationale des Ftudes Pratiques 
d@’ Economie Sociale was effected November 27, 1856. 

The work of this society and its celebrated founder is 
so well known as scarcely to require extended mention. 
The society is strictly an organization for original research. 
The characteristic feature of its work is that, pre-eminently 
among societies for economic investigation, it stands for 
the necessity of the direct observation of social facts and 
conditions. Its efforts are directed to the accumulation of 
documents embodying the results of observation. As re- 
gards the method of observation, however,—and herein 
consists the distinguishing tenet of the school,—it believes 
that the best results can be accomplished by the making of 
detailed monographic studies of the conditions of individ- 
ual but typical workingmen in different industries and 
industrial centres. These studies are primarily the pres- 
entation of workingmen’s budgets, similar to those pub- 
lished by the Department of Labor at Washington, but in 
addition are accompanied by detailed text descriptions of 
all the elements entering into the lives of the persons de- 
scribed, and the industrial centres in which they reside. 
A single budget, it is held, may not be of great value; 
but after hundreds of such monographs have been col- 
lected, representing all trades and localities, material is 
afforded for a comparative study of labor conditions and 
needs that can be obtained in no other way. 
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An essential feature of its work, therefore, is the effort 
to form or secure the co-operation of observers in all parts 
of the country, and even in foreign lands. For this pur- 
pose there have been organized numerous local centres of 
study called Unions de la Paix Sociale, and prizes are 
given for the best monographs submitted for publication. 

As regards the methods of social reform, the Le Play 
School is a strong advocate of the institution patronale, 
or institutions organized by employers for the benefit of 
their employees, which have received so great a develop- 
ment in France. It also encourages in every way the 
association of workingmen for their mutual benefit, and 
believes that the state should interfere only in its regula- 
tive capacity, as in the enactment of factory laws or indi- 
rectly to encourage individual and co-operative efforts. 

This society has had an uninterrupted and successful 
history since its formation over forty-two years ago. Such 
men as Wolowski, Batbie, and Michel Chevalier have 
been its presidents. Its founder Le Play was its general 
secretary for twenty-six years, 1856 to 1882, since when 
M. Delaire has conducted its affairs with great zeal and 
success. The publications of the society now constitute 
a considerable library. The works of Le Play himself are 
numerous. The most important, Les Ouvriers Huropéens 
and La Réforme Sociale en France, are in six and three 
volumes respectively. A continuation of the former work 
has been published by the society under the title of Les 
Ouvriers des Deux Mondes. Since 1881 the society has 
published a bi-monthly review entitled La Réforme So- 
ciale, which is now in its thirty-fifth volume.* 

Whatever the opinion held in regard to the method of 

*In 1887 some of the members of the society, differing with the others 
regarding the character of the monographs that should be sought, withdrew 
and formed a separate organization. A new periodical, La Science Sociale, was 
started as the official organ of this society. For a description of the reasons 
for this division, and the difference in the methods of the two organizations, 


see the article, La Science Sociale, by M. de Rousiers in the Annals of the 
American Academy, January, 1894. 
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observation advocated by this society, there can be no two 
opinions concerning the great value of the work done by 
it during its long history, not only in the accumulation of 
information concerning labor conditions, but in the great 
influence that it has exerted in awakening and promoting 
throughout France an interest in the study of the actual 
conditions under which labor is performed, and the par- 
ticular features in which reform was most needed. 

The Musée Social.— Though the youngest of all organi- 
zations for the study of practical labor questions in 
France, the Musée Social of Paris easily occupies the first 
place as regards the importance of the work performed. 
There is nothing quite like this institution in any other 
country. Endowed with adequate funds, it is devoted 
solely to the promotion of the study of labor problems 
and the advancement of concrete measures of labor reform. 
As regards its organization and purpose, it bears, in the 
field of economic research, a close analogy to the Smith- 
sonian Institution at Washington in the domain of scien- 
tific investigation. Both were founded by private indi- 
viduals “ for the diffusion of knowledge among mankind.” 
Both are non-scholastic in the sense of not having regular 
classes of students, and both maintain a corps of experts 
devoted to original research and to the aid of those mak- 
ing similar inquiries. 

It is interesting to note how largely the various interna- 
tional expositions of France have served as the starting- 
point and direct cause of much of the social work now 
being done in that country. The Musée Social, in com- 
mon with a number of the other important organizations 
for the study of labor problems, is the direct outcome of 
the success achieved by the Section of Social Economy 
organized in connection with the International Exposition 
at Paris in 1889. Through the efforts of this section 
there was assembled a vast quantity of documents of a 
unique value, relating to the conditions of labor and 
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workingmen’s institutions. They represented the origi- 
nal sources of information, the constitutions and reports 
of workingmen’s aid funds or unions, the exhibits of co- 
operative societies, plans and models of workingmen’s 
houses, statistics of old-age and sick-pension funds, appli- 
ances for preventing accidents, which had never before 
been gathered together, and could be found in no library. 
It seemed a pity that a collection of such valuable mate- 
rial should be dispersed. 

Impressed with this fact, and also with the great good 
that could be accomplished if the exhibit and work of the 
Social Economy Section could be made permanent and con- 
stantly added to, the Comte de Chambrun, by a generous 
donation, which he afterwards increased until the total 
amount given exceeds two million francs, created the 
Musée Social. Though the creation of the Musée was 
definitely determined upon and announced shortly after 
the close of the exposition, it was not formally inaugu- 
rated until March 25, 1895. In the mean time the plans 
for it constantly developed, until as now organized the 
Musée constitutes a veritable laboratory for economic re- 
search in all fields as far as they relate to concrete labor 
problems. In the language of its constitution, its object 
is “to place gratuitously at the disposition of the public 
documents, with collateral information, constitutions, 
plans, models, of institutions and undertakings having 
for their object and result the improvement of the moral 
and material situation of the laboring classes.” 

To carry out this aim, the Musée has spared no pains or 
expense in the organization of every possible means of ob- 
taining information concerning labor and labor conditions 
in all lands, and in facilitating its use by all those inter- 
ested in matters of social reform. It is magnificently 
installed in a building owned by it, 5 Rue Las Cases, 
where it has lecture-rooms, meeting-rooms for the eco- 
nomic and reform societies of Paris, exhibition rooms for 
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the display of plans, models, and accident-preventing ap- 
pliances, and, most important of all, its carefully selected 
library. The latter now includes over 13,000 volumes 
exclusively devoted to labor, and consisting largely of 
original sources of information, reports and proceedings 
of societies, social undertakings, impossible to be found in 
ordinary libraries. Its files include records and copies of 
labor legislation in all countries, or of other important 
labor happenings, catalogued and under the direction of 
skilled librarians, whose duty it is to help investigators 
desiring to make use of it. 

The Musée is not content with bringing together the 
results of others’ efforts. Each year it sends one or 
more commissions to investigate particular features of the 
labor problem in foreign countries. It has thus made de- 
tailed investigations of trade-unions in Great Britain, 
labor organizations in the United States, co-operative 
and credit institutions in Italy, and the agrarian ques- 
tion in Germany, by special delegates sent to these coun- 
tries. In addition to making these special inquiries, it 
maintains in foreign countries special correspondents, 
whose duties are to supply the Musée with copies of all 
bills, reports, or laws concerning labor matters presented 
in their countries, or of privately published works con- 
cerning labor, to furnish information as called for, and to 
transmit annual reports giving a résumé, with documents, 
of the labor events, legislation, and judicial decisions relat- 
ing to labor during the year. 

At Paris an important branch of its work is in its ser- 
vice for consultations. If a body of workingmen wish to 
form a trade-union, a co-operative society, or an organiza- 
tion of any kind; if an employer desires to create an old- 
age pension or accident insurance fund, or to introduce a 
scheme of profit-sharing ; if it is a question of organizing a 
company for the construction of workingmen’s homes; or 
if any social work is projected,— the Musée Social, when- 
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ever requested, co-operates in every possible way. Model 
constitutions are prepared, the necessary actuarial calcula- 
tions made, plans of houses furnished, and expert criti- 
cism and advice given regarding any points submitted 
to it. This service is largely made use of. The Musée re- 
ports that during the six months ending April 1, 1898, 
such assistance was rendered in 547 cases, of which 240 
were written communications, and 307 oral. 

Finally, by means of special donations from the Comte 
de Chambrun, the Musée offers each year a prize of 25,000 
francs for the best work submitted upon an assigned sub- 
ject relating to labor. The first competition, that for 1897, 
was on the subject of Profit-sharing, the prize being di- 
vided among three competitors, who received 12,000, 8,000, 
and 5,000 francs respectively. The second competition, for 
1898, on the subject of Workingmen’s and Employers’ 
Associations, was likewise divided among three contestants. 
The subject for the competition for 1899 is Working- 
men’s Insurance. 

Though the publication of material is not the chief 
object of the Musée, its work in this direction is of con- 
stantly increasing importance. It now issues two series 
of monthly cireulaires, or bulletins, of which over fifty 
numbers have appeared, each of which is devoted to a sin- 
gle subject. The reports of its special missions to foreign 
countries are published as separate volumes in a series en- 
titled Bibliothéque du Musée Social. 

It has not been an easy task to summarize in a few 
words the character of the work of an institution the 
activities of which are so multifarious and wide-reaching. 
The Musée has as yet but barely entered upon its work. 
It has succeeded, nevertheless, in drawing to it, either as 
officers or members of its consulting staff, all those most 
prominent in matters of social reform. Its rooms are the 
headquarters of many of the most important organizations 
for the improvement of labor conditions, and thus it has 
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become the centre for the study of labor problems and of 
active work for their solution in France. 

Société Frangaise des Habitations d Bon Marché.— From 
the consideration of organizations devoted to the general 
study of labor conditions we now turn to the examination 
of the work of societies having for their purpose the ad- 
vancement of reform in some particular field. Among 
them, that of the French Workingmen’s Homes Society 
claims our first attention. 

As in the case of the Musée Social, the organization of 
this society is the direct consequence of the work of the 
Social Economy Section of the Paris Exposition of 1889. 
Its purpose is to provide an organization to perpetuate the 
work commenced by the International Congress in Rela- 
tion to Workingmen’s Homes, held under the latter’s au- 
spices; to provide a body which could take the initiative 
in the organization of subsequent congresses; to furnish 
the means for the uninterrupted study of the various 
phases of the problem of the housing of the working 
classes; and, finally, and most important of all, to form 
an organization of those most interested in the subject for 
the purpose of actively intervening and bringing about 
the creation of companies for the construction of working- 
men’s houses throughout France, the enactment of neces- 
sary legislation regarding building and sanitary regula- 
tions, and the like. Though a society for study, it is 
none the less preéminently an organization for active 
propaganda, 

The society was formally constituted December 17, 
1889. Its field of operations as set forth in its constitu- 
tion is “to encourage in all France the construction by 
individuals, employers, or local societies, healthy and 
cheap houses or the amelioration of existing buildings 
intended for the laboring classes. It will notably seek to 
make known the means necessary to facilitate to employees, 
artisans, and workingmen the acquisition of their own 
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homes. To accomplish this, it proposes to place at the dis- 
posal of individuals or societies, plans, model constitu- 
tions of recognized merit, as well as all other documents 
and necessary information.” . 

It will be seen from this statement that the sphere of 
activity mapped out for itself by the society was that of a 
general bureau of information and centre of propaganda. 
Actual construction work, or even financial participation 
in building operations, is forbidden to it. Its means of 
action are to bring about the organization of independent 
building companies, gratuitously to furnish architectural 
plans, models of constitutions, and schemes of financial 
organization, to open competitive contests in which prizes 
are offered for the best plans for workingmen’s houses, to 
furnish lecturers on the subject whenever any action is 
contemplated, and generally to assist in any other way for 
the advancement of the movement to which it is devoted. 

This well-defined policy has been carried out with 
marked success. For ten years the society has labored 
unceasingly. From the first it drew to itself all those 
most competent to direct the movement for the improve- 
ment of the housing of the poorer classes. Its member- 
ship is largely composed of men actively interested in 
public affairs,— architects, government officials, directors 
of financial institutions. To a considerable extent the 
members are also directors of companies for the construc- 
tion or renting of workingmen’s houses, and are thus per- 
sonally familiar with the details of the housing problem. 
During the decade these men have responded to scores of 
calls for addresses and personal help in the organization 
of work in different industrial centres. Hundreds of in- 
quiries have been answered, and expert examination and 
report been made on plans and proposed schemes of or- 
ganization submitted to it. Its quarterly Bulletin, issued 
regularly since its organization, now includes ten volumes 
of from four to five hundred pages each. Nor are these 
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pages devoted chiefly to addresses and academic discus- 
sion. For the most part they are devoted to the repro- 
duction in full of the constitutions and reports of notable 
societies for the provision of workingmen’s houses, with 
plans of houses and detailed statements of costs, and the 
financial results achieved. The files of the Bulletin thus 
constitute a storehouse of information presented in the 
most available way to which new companies or employ- 
ers contemplating action can have recourse, not only for 
general information, but for that concerning the technical 
details, both architectural and financial, of the work with 
which they are concerned. 

It is in its active promotion of the organization of 
companies for the building of workingmen’s houses and 
the enactment of legislation, however, that its great use- 
fulness has been manifested. Under its auspices and, as 
the direct result of its efforts, between twenty-five and 
thirty companies for the erection of homes for the working 
classes have been established, and are now in practical 
operation. When it began its work, co-operative effort on 
the part of the workingmen themselves to acquire their 
own homes was unknown. From the beginning of its 
operations it has been the persistent effort of the Société 
Frangaise to introduce in France co-operative building 
associations after the English and American types. In 
this it has been successful. Such associations have been 
created through its efforts in various industrial centres, 
new ones are being organized every year, and through 
them the question of workingmen’s houses is entering 
upon a new phase. 

In the field of legislation the society has been equally 
successful. After an exhaustive examination of the char- 
ater of the legislation that was desirable, it drew up a bill ; 
and through its president, M. Jules Siegfried, who was 
also a member of the French Parliament, secured its 
enactment as the present important law of November 30, 
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1894. This law provides for the organization of local 
committees in each department to investigate housing 
conditions and promote action, and for the encouragement 
of the erection of small houses by the remission of certain 
taxes in their case; and finally permits the Caisse des 
Dépéts et Consignations and certain other public institu- 
tions to use a part of their funds in loans to companies or 
societies for building workingmen’s houses. It has also 
secured a very important extension of this last privilege 
in the law of July 20, 1895, by which savings-banks are 
given the same power of so investing a part of their 
funds. In consequence of this law the savings-banks in 
various cities are actively participating in the work of 
housing the working classes through the financial aid 
granted to building societies of their localities. 

The society itself at the present time is in a very flour- 
ishing condition. Its membership is divided into three 
classes: Donation, or those buying a life membership for 
1,000 francs; Ordinary Life, or those buying a life mem- 
bership at the regular rate of 800 francs; and subscription 
members, or those paying annual dues of 20 francs. The 
constitution of the society provides that all receipts from 
the first two classes must be carried to a permanent endow- 
ment fund, the capital of which cannot be alienated. As 
the society secured the adhesion of fourteen donation and 
thirty-three life members within less than a year from its 
organization, a number of the donation members giving 
more than the required 1,000 francs, it immediately 
started with a considerable endowment fund. In 1894 
this fund received a great addition. The Comte de 
Chambrun, so well known as the founder of the Musée 
Social, gave the society the important sum of 50,000 
francs. Shortly after, Madame Cornil, through M. Jules 
Simon, gave a further sum of 10,000 francs. Finally, an 
annual payment of 3,000 francs to the society was decreed 
by the government to be paid from the fund created by 
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the Giffard legacy. In consequence of these gifts the 
society, in 1898, possessed an endowment of over 100,000 
francs in addition to the Giffard annuity, which at 3 per 
cent. represents a further capital of a like amount. The 
society is thus upon what would seem to be a perfectly 
secure basis. The enthusiasm of its officers and mem- 
bers in its work seems to have suffered no abatement in 
spite of the fact that it has now accomplished several 
of the most important purposes for which it was organ- 
ized; and it will undoubtedly continue in the future, as 
it has been in the past, the centre of the movement 
throughout France for the improvement of the housing 
condition of the working classes and the increase of house 
ownership among them. 

Comité Permanent du Congrés International des Acci- 
dents du Travail et des Assurances Sociales. — Closely 
analogous to the work of the Society for Workingmen’s 
Homes is that of the Permanent Committee of the Inter- 
national Congress in Relation to Accidents to Labor and 
Workingmen’s Insurance. The history of this organiza- 
tion, as regards its main features, is almost identical with 
that of the former society. Both took their rise from 
an International Congress held in connection with the 
Paris Exposition of 1889. This congress was probably 
the most important of the many social congresses that 
were held at Paris in that year. The German and Aus- 
trian governments had recently taken their radical action 
in regard to the compulsory indemnification of laborers 
for accidents, and the subject of accidents to labor was 
everywhere on the Continent receiving wide-spread atten- 
tion. This congress succeeded in gathering together the 
officials of insurance institutions of all the countries of 
Europe; and the discussions that followed, with the pub- 
lication of the reports that were presented, marked an 
epoch in the study of the question. 

The advantages resulting from this comparative study 
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of a problem common to all the countries were so mani- 
fest that at the conclusion of the congress it was decided 
to effect a permanent organization. This was done by 
the election of a “Permanent Committee” with repre- 
sentatives from all the countries taking part in the con- 
gress, but with permanent headquarters at Paris. The ap- 
pointment of this committee resulted in the organization 
of a strong society in fact, if not in name; for adherents 
whose dues would support the organization were sought, 
and were almost immediately obtained to the number of 
a thousand or more. The income derived in this way, in 
connection with various gifts, has enabled the committee 
to carry on its work in a most effective way. 

From the start this committee took rank as the central 
bureau of information concerning all matters relating to 
accidents to labor and workingmen’s insurance. One of 
its most important duties was to look after the organiza- 
tion of subsequent congresses and serve as the connecting 
link between them. This it has done in bringing about 
and managing the very successful congresses at Berne in 
1891, Milan in 1894, and Brussels in 1897. Beginning 
with the year 1890 it has regularly published a quarterly 
Bulletin of from seventy-five to one hundred pages, in 
which are given not only studies of particular insurance 
questions, but the reproduction of all important legisla- 
tion or official reports. The reports of the congresses and 
the files of the Bulletin at the present time constitute a 
library of thirteen large octavo volumes, and present the 
most valuable body of literature relating to the question 
of accidents to labor and workingmen’s insurance that 
exists in any language. The congresses have uniformly 
been attended by the leading officials of insurance bu- 
reaus and companies, and it is difficult to overestimate 
the influence that they and the work of the Comité Per- 
manent have exerted in diffusing information and bring- 
ing about right thinking upon the very complex problem 
with which they are concerned. 








286 QUARTERLY JOURNAL OF ECONOMICS 


Société pour l’ Etude Pratique de la Participation du 
Personnel dans les Bénéfices.— What the organizations that 
we have been considering are for the study and develop- 
ment of work relating to the housing of labor and work- 
ingmen’s insurance, the Society for the Practical Study of 
Profit-sharing is for the investigation and advancement of 
the cause of co-operation and profit-sharing. This society, 
usually known under the shorter title of Société pour 
la Participation aux Bénéfices, is now in the twenty-first 
year of its existence, having been organized in the year 
1878. The important feature of its work is that, though 
an organization for investigation and study, it is distinctly 
and avowedly a society of propaganda. Its membership 
is largely made up of officers of enterprises which are 
themselves practising profit-sharing. Its founder, presi- 
dent, and guiding spirit during the two decades of its 
history, M. Charles Robert, is the director of one of the 
most important insurance companies of France, and one 
which shares its profits with its employees. Its secre- 
tary, M. Albert Trombert, is the administrative head of 
the famous Chaix Printing House, likewise an important 
profit-sharing concern. 

The principal means of action possible to the society 
has necessarily been that of education, the making known 
the extent to which the system of profit-sharing is prac- 
tised, and the various forms under which it can be organ- 
ized. Beginning with the year 1879, it has, therefore, 
published a quarterly Bulletin of about fifty pages, which 
is devoted to the description and critical examination of 
the most important examples of profit-sharing enterprises. 
In addition to this regular organ of the society, it has also 
undertaken or assisted in the publication of various other 
works relating to the question of profit-sharing. Chief 
among these must be mentioned the annual issue of the 
Almanach de la Co-opération Frangaise, giving a list of 
profit-sharing concerns in France, the dates of their or- 
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ganization and certain other important facts concerning 
them; the translation by M. Albert Trombert of Dr. 
Victor Béhmert’s classic work on profit-sharing; and two 
other works, also by M. Trombert, entitled Guide Pra- 
tique pour Ll’ Application de la Participation and Les 
Applications de la Participation aux Bénéfices, which is 
intended as an appendix to Dr. Béhmert’s work, giving 
an account of more recent profit-sharing enterprises. 

This society has thus since its formation been the centre 
of all work and study in relation to profit-sharing and co- 
operation. At the present time it is apparently in a 
flourishing condition. It has an active though limited 
membership, and is now in possession of invested funds 
amounting to over 50,000 francs. Whatever one’s opinion 
may be in regard to the advisability or practicability of 
profit-sharing schemes, there can be no divergence of 
opinion regarding the benefits that have resulted to eco- 
nomic science through the continued examination by this 
society of the results achieved under this system of indus- 
trial organization. 


With the consideration of the work of this society we 
must close our account of the organized efforts now being 
made in France for the study of practical labor problems. 
As indicated by its title, the scope of this paper does not 
include a description of the general study of economics in 
France, but only that having to do directly with the 
examination and solution of what are called practical labor 
problems. No attempt is therefore made to describe the 
scholastic instruction of political economy or even the 
work of such organizations as the Académie des Sciences 
Morales et Politiques, the Société d’ Economie Politique, 
the Société de Statistique de Paris, interesting though 
their work may be. There still remain, however, a num- 
ber of general points, characteristic of the work of all the 
organizations considered, that should be brought out. 
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They constitute, indeed, the most significant and inter- 
esting features of the whole movement. 

First of all, it is important to seek the explanation for 
this wide-spread interest and activity in matters of labor 
reform. The Paris Exposition, through the great impetus 
given by its Section of Social Economy to the study of 
economic condition, marks the beginning of the move- 
ment; but some deeper reason for its success must be 
sought than in its inspiration. 

This explanation can be found in the clear recognition 
on the part of the thinking classes of France of the sig- 
nificance of the growing movement towards socialism and 
state action on the Continent. The upper classes, or at 
least those who have the welfare of the people earnestly 
at heart, have become thoroughly aroused to the fact that 
something must be done to remedy existing hardships if 
the march of socialism is to be arrested. It is seen that 
this can only be accomplished by the practical demonstra- 
tion that the condition of the laboring classes can be 
materially improved under the existing industrial system, 
and through the voluntary efforts of the people them- 
selves. This, then, is the real reason, apart from the 
general desire to improve conditions, for the great efforts 
being made by employers of labor and public-spirited 
associations for the advancement of measures of labor 
reform. Though rarely so stating their object, the organi- 
zations that we have been considering are fighting the 
battle of individualism against socialism, of evolution 
against revolution. No better example of this could be 
given than the remarkable efforts which have been made 
within recent years for the development of workingmen’s 
insurance institutions under private auspices in the. hope 
of demonstrating that it is not necessary to resort to sys- 
tems of state insurance similar to those of Germany and 
Austria. Large employers of labor all over France have 
created insurance funds for their employees; and the 
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national associations of iron and steel and textile mill 
owners, each including scores of firms, have organized at 
their own expense model organizations for the insurance 
of employees in those trades. It was undoubtedly due to 
the existence and work of these institutions that the com- 
pulsory compensation act recently passed did not also 
include some system of state or other form of compul- 
sory insurance as well. 

In line with these views it is important to note, as the 
second point to which it is desired to direct attention, that 
in the case of all the organizations described a resort to 
state action is strongly opposed. When legislation has 
been sought, it has been of a permissive character, its pur- 
pose being generally to give freer scope and encourage- 
ment to private action. This may be a surprise to some. 
We are accustomed to look upon the French as a people 
who resort easily to state action for the solution of stub- 
born social problems. Yet in no country is the demand 
for state action more stubbornly resisted. Certainly no- 
where is there such a unanimity of opinion among econo- 
mists and those interested in measures of social reform 
against such action. Not only is the spirit of individual- 
ism naturally very strong in France, but it is recognized 
by the intelligent classes that the French bureaucracy is 
not the effective instrument found in Great Britain and 
Germany, and probably could not be made so. So strong 
is this feeling in France that it is not rare to meet those 
who fully indorse Mr. Spencer’s Coming Slavery, and are 
opposed to even the slightest factory regulations. 

Finally, as the third point, we should observe the char- 
acter of the men who make up the membership of these 
organizations for reform, or at least constitute their work- 
ing force. To one who has had the good fortune to meet 
many of the men at the head of these societies, and to 
some extent become familiar with their work, no fact is 
more strikingly impressed upon him than that these men 
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are but in exceptional cases primarily teachers of eco- 
nomics. For the most part, they are men of affairs, ac- 
tively engaged in industrial and official work. They are 
the directing heads of large manufacturing and commer- 
cial enterprises, insurance companies and banks, the chiefs 
of bureaus and departments of the government, the edi- 
tors of newspapers and reviews. 

Thus, as we have seen, the president of the society for 
profit-sharing, M. Charles Robert, is the manager of a 
large insurance company ; and the secretary of the society, 
M. Trombert, is the head of an important publishing 
house. In the society for workingmen’s homes the hon- 
orary president was formerly M. Jules Simon, and is now 
M. Jules Siegfried, who, like his predecessor, is an ex- 
cabinet minister and is now a member of the French 
Senate; the administrative president is M. Georges Picot, 
the permanent secretary of the Academy of Moral and 
Political Sciences; the vice-president, M. Emile Cheysson, 
is the inspector-general of roads and bridges; and the 
general secretary, M. Fleury-Ravarin, is a member of the 
present Chamber of Deputies. At the head of the per- 
manent committee of the congress in relation to accidents 
to labor and workingmen’s insurance is M. Linder, the 
inspector-general of mines of France. The vice-presi- 
dents are MM. Darcy and Ricard, the former the president 
of the national organization of coal mine operators in 
France, and the latter a former cabinet minister and now 
in the Chamber of Deputies. The general secretary and 
active manager of the affairs of the committee, M. Gruner, 
is the secretary of the organization of coal mine operators 
above mentioned; and his assistant, M. Bellom, is an 
engineer in the state corps of mines. 

It would be possible thus to run through the list of the 
active members of all of these organizations, and show to 
how large an extent they are directly associated in some 
way with enterprises which bring them in actual touch 
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with the conditions which they are seeking to ameliorate. 
It is hardly necessary to comment upon the significance 
of this feature of the work we are considering. Whatever 
may be her failings in other respects, France has suc- 
ceeded in securing the active interest and assistance of 
her best business men in measures of labor reform; and 
the movements with which they are identified are making 
rapid progress. Could the United States obtain a similar 
co-operation, the reproach that economists are mere theo- 
rists would pass away, and the cause of industrial reform 
would take a great step forward. 


WituiamM F. WILLOUGHBY. 


Unitep States DEPARTMENT OF LABOR. 








THE GAS SUPPLY OF BOSTON. 
III. 


In the preceding article* I set forth the brilliant 
financial success of the Bay State Company, and intimated 
that so great a success must invite attacks along at least 
two distinct lines. In the first place, in view of the 
strenuous efforts for years to regulate the companies in 
the interest of the public, such a career as that of the 
Bay State Company was likely to create a demand for 
increased legislative and administrative control over the 
companies. In the next place, it was almost certain to 
bring about attempts on the part of investors to wrest 
some of the large gains of this field from the Bay State 
Company by means of competition. 

The relation of one of these possible attacks to the 
other would be affected by the particular circumstances 
at the time, and partially, also, by the character and 
temperament of the persons leading the attack. As it 
happened, the political conditions in 1892-93 invited an 
attack. A small group of well-educated, intelligent, and 
ambitious young men then completely controlled the 
Democratic party in Massachusetts. In January, 1893, 
one of these entered upon his third term as governor of 
the State; a second, Nathan Matthews, Jr., began his 
third term as mayor of Boston; while a third held a high 
federal office at Washington. The Democratic party was 
in high hopes of continuing and extending its power in 
the State. In that case, Mayor Matthews was looked 
upon as the logical successor of Governor Russéll. It 
would have been strange, therefore, if so keen a political 
leader had not been on the lookout for an opportunity to 
show himself a defender of the rights of the people. The 


* Published in this J 1 for October, 1898. 
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preceding narrative will have made it clear what an oppor- 
tunity the gas situation in Boston offered at this time for 
a striking political move. 

The particular occasion for action came from the fact 
that the five-year contracts for the public lighting were 
to expire July 1, 1898. In addition the amendment of 
the city charter in 1885 largely centralized power in the 
hands of the mayor. Mayor Matthews interpreted this 
concentration of power to extend to the right of inducing 
competition in the Boston gas field without the consent 
of the board of aldermen. Political conditions and legal 
technicalities have prevented a judicial determination of 
this doubtful point. As the sequel will show, competition 
was actually introduced in this way. It is plain that, if 
the mayor could maintain his view (as he proved able to 
do), nothing but a sense of financial danger on the part of 
the Brookline Company would prevent him from getting 
that company to precipitate a great gas war by paralleling 
the pipes of the Bay State Companies. 

The Brookline Company was the only one both physi- 
cally and legally in a position to be used for such a pur- 
pose. The town of Brookline is almost completely sur- 
rounded by Boston. This company under its special 
charter, as amended from time to time,* had the right to 
lay pipes in the city of Boston with the consent of the 
proper local authorities. At the beginning of 1893 it was 
the only company operating in the town of Brookline and 
in those portions of Boston which, before annexation, 
had constituted the town of Brighton and part of the 
town of Brookline, as well as in a small portion of the 
Beck Bay District of Boston. Since 1873 it had fur- 
nished some public lights in Boston, and since 1875 all 
the public gas lights in the territory traversed by its 


* Acts of 1853, o. 17; of 1854, c. 104; of 1860, c. 151; and of 1870, c. 180. 


t Brighton was annexed in 1874 (Acts of 1873, c, 303), and portions of Brook- 
line at two different times (Acts of 1870 and 1874.) 
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pipes. The contracts for this public lighting had been 
expressly authorized by the Boston board of aldermen. 

As already indicated, all the companies of the Bay State 
group, and also the Brookline Company, had, with the 
consent of the mayor and aldermen, obtained the right to 
enter Boston and to occupy certain designated streets, or, 
as in the case of the Bay State Company, all the streets 
of the city. Before 1885 gas pipes were laid in Boston 
by companies already admitted to the city without any 
permit of the superintendent of streets; but since 1885 
streets had been opened by the lighting companies only 
under written permits from that officer, designating the 
particular streets to be opened. 

The act of 1854, by which the Brookline Company first 
entered Boston and Roxbury (not then annexed), gave the 
company specific authority to lay pipes in any parts of 
these cities, with the consent of the mayor and aldermen 
in each case. By this act the mayor and aldermen of 
each city were given the right “to regulate, restrict, and 
control the acts and doings of said company, which may 
in any manner affect the health, safety, or convenience of 
the inhabitants.” By a later statute, enacted under the 
reservation in 1830 of the right to repeal charters, all gas 
companies chartered by special act since that date are 
made subject to the general laws. The general incorpora- 
tion law (Acts of 1870, c. 55, § 56) authorizes any gas com- 
pany to dig up and open streets with the consent of the 
mayor and aldermen, so far as is necessary to accomplish 
the objects of the corporation, By §57 of this act the 
mayor and aldermen of any place in which the pipes or 
conductors of such corporation are sunk are given the 
same right of regulation and control over the corporation 
as the mayor and aldermen of Boston and Roxbury were 
given over the Brookline Company in the provision 


quoted above. 
To add to the confusion already existing, the act 














THE GAS SUPPLY OF BOSTON 295 


amending the charter of Boston* provided that the ex- 
ecutive powers heretofore vested in the board of alder- 
men should be vested in the mayor, to be exercised by 
him through the several officers and boards of the city; 
and it prohibited, in express language, the board of alder- 
men from taking part, “directly or indirectly,” in the 
conduct of any of the executive or administrative busi- 
ness of the city. In 1892 the ordinances of the city 
underwent a complete revision. There is no reason to 
suppose that the revisers had specifically in view the gas 
situation, with the impending conflict. Yet the revision, 
made under the direction of Mayor Matthews, accentuated 
the characteristic features of the charter amendment of 
1885, concentrating power in the hands of the mayor. 
Three sections of the revised ordinances deal chiefly with 
the powers of the superintendent of streets in regard 
to laying gas pipes and similar conductors. The first + 
authorizes him to issue permits to open the streets “to 
persons having authority in the premises.” The second 
provides that such permits shall be subject to all the 
terms, limitations, and conditions stated in the ordinances 
of the city, and also “to any permission, control, regula- 
tion, obstruction, or revocation which the board of alder- 
men may make.” The third provides that he shall issue 
such permits “when authorized thereto” by an order of 
the board of aldermen. 

As if the situation were not confused enough already, 
the act of 1885 creating the Gas Commission, one of the 
chief objects of which was to prevent competition, pro- 
vided that 
in any city or town in which a gas company exists in active opera- 
tion, no other gas company, nor any other persons, shall dig up and 
open the streets, lanes, and highways of such city or town for the 


purposes of laying gas pipes therein, without the consent of the mayor 
and aldermen or selectmen of such city or town, after a public 


* Acts of 1885, c. 266, §§ 6 and 12. TC, 36, § 8; ¢. 5, $1; c. 36, §14. 
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hearing ... and notice to all persons interested, by publication, or 
otherwise. 


Another section of the same act gives the right to any 
person aggrieved to appeal from such decision of the 
mayor and board of aldermen to the board of gas com- 
missioners. 

Evidently, the question by whose authority the Brook- 
line Company might compete with other companies in 
Boston was a very doubtful and a highly complex one. 
The doubts did not seem, however, to appall the mayor 
of Boston, who settled them, temporarily at least, in his 
own way, and admitted the Brookline Company as a 
competitor by the mere permit of his superintendent of 
streets. 

I called attention in an earlier part of this discussion 
to the fact that the progress of science opened the way 
for the Bay State Company to get into Boston, under the 
plea of cheaper gas by means of the new process for mak- 
ing water gas instead of coal gas. The moment water gas 
was seen to be the successful rival of coal gas, it also 
became clear that the degree of saving by the change 
depended in large measure on the price of naphtha, which 
is required in large quantities to enrich water gas. But 
the Standard Oil Company has had for years a virtual 
monopoly * of the naphtha market of the United States. 
The development of the water gas industry offered, there- 
fore, a large and tempting new field of investment for 
persons connected with that company, placing them in a 
position to bring pressure to bear on the owners of water 
gas plants everywhere to sell out. The history of the gas 
industry for the last dozen years shows that those inter- 
ested in the Standard Oil Company were quick to take 

* It is true that, during the years of conflict, the companies in which Mr. 
Addicks was interested bought their naphtha, for the most part, from another 
oil company. It was probably this demand alone that kept that company 


going. It is perhaps needless to suggest that the difficulties of procuring 
naphtha placed the Addicks companies at a disadvantage. 
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advantage of the situation. One by one, many of the 
larger gas companies of the country have passed into 
the control of persons closely connected with the oil 
monopoly. 

It would be strange if this freezing-out process had not 
at certain points met with violent and bitter opposition. 
One of the most severe struggles of this kind took place 
in Brooklyn, New York. For months before the period 
of which I am now writing, a desperate gas fight had 
been going on there with the interests represented by Mr. 
Addicks of the Bay State Companies. The same parties 
were in conflict in Buffalo; and Mr. Addicks had just 
retired from still another field, Chicago, very much richer 
than when he went in. Such conflicts never fail to en- 
gender keen business and personal animosities. To one 
conversant with the business methods of the Standard Oil 
magnates, it need scarcely be said that, if occasion offered, 
they would not be slow to strike a blow at Mr. Addicks, 
and notably in his stronghold, Boston,* where circum- 
stances were fast making his position untenable even 
without such a direct attack. 

The special report presented by the Gas Commission, 
March, 1892, declaring that gas could be furnished in 
Boston proper for $1 per 1,000 feet at a profit, not only 
called attention to the richness of the field, but also 
furnished the basis for increasing public hostility against 
the Bay State interests, and opened the way for attacks 
from various sources. The first persons to take advantage 
of this situation were the large consumers, mainly hotel 
keepers, who had been deprived in 1891 and 1892 of 
the special discounts to which they had become accus- 
tomed. These formed an association, and raised funds 
to pay counsel to prosecute a petition before the Gas 
Commission for dollar gas. This petition was presented 
on June 4, 1892; but after several public hearings the 


* Cf. Investigations of 1893, pp. 314 and 365. 
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case was compromised. The company agreed: (1) to fur- 
nish gas of 25 candle power; (2) to sell to large consumers 
for $1.20 per 1,000 feet for illuminating purposes; and, 
finally, (8) to furnish to all consumers, through an inde- 
pendent, rent-free meter, gas for other than illuminating 
purposes at $1 per 1,000 feet.* 

The vigorous and aggressive young mayor did not ap- 
pear publicly in the struggle until the beginning of his 
third term and the meeting of the legislature, early in 
January, 1898. But as early as June, 1892, the Boston 
Post, at that time a leading Democratic paper of New 
England and the recognized organ of the city administra- 
tion, began a violent and persistent attack on the Bay 
State Gas interests. The two chief cries were, “Down 
with the Gas Trust!” and “Give us dollar gas.” The 
mayor in his inaugural address, January 2, 1893, gave 
first place to public lighting; recommended a reduction 
of $65,000 in the annual appropriation for the lamp 
department; and, to use his own words, gave notice 
“that the gas companies must come down.”{ The 
demand was abrupt; and the mayor testified later that 
he had conferred neither with the old company nor 
with any prospective competitor, and indeed had not 
previously given thought to the gas situation. This 
neglect is difficult to understand, in view of his two years 
of public service and of the constant discussions in the 
newspapers and in the Gas Commission reports. At all 
events, not till after this first move, did he make any 
attempt to consult with the gas companies. On January 
27 he made a request to see the president of the gas 
company.t A subordinate who came to see him (the 
president being absent from the city) was informed that 
the mayor wished to confer with the president, if he was 
prepared to make a reduction in the price of gas; other- 


* Kighth Annual Report of the Gas Commission (1893), pp. 13, 14. 
+ Investigation of 1893, p. 384. t Ibid., p. 360. 
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wise, “he need not come.” This ended all attempts to 
come to terms with the Bay State interests. On January 
81 the reduced appropriations passed the councils, and in 
due time received the approval of the mayor. 

From that time the fight for dollar gas to private con- 
sumers, with a great reduction in price for the public 
lighting, was recognized as the mayor’s fight. On January 
80 he sent an official petition to the legislature. In this 
he set forth that Boston paid more for its public lighting 
than any other large city in the country; that it could not 
charge rent for the use of the streets, nor collect proper 
damages for injuries to the streets nor adequate taxes 
upon the capital of the companies; and that by the mu- 
nicipal lighting act of 1891 the city was deprived of the 
right to construct its own lighting plants, and, in general, 
that under existing laws the city could not obtain light 
at reasonable prices. He prayed relief from each and all 
of these evils, and presented seven separate bills designed 
to remedy them. These and many similar bills, some of 
which bore the name of the mayor and some not, were 
energetically pushed by him and his friends throughout 
the session, until the desired end was accomplished. 

To leave no stone unturned, the mayor, on February 3, 
filed three separate petitions with the Gas Commission. 
The first set forth that the Bay State Company sold gas to 
the companies under its control at an unreasonably high 
price, and asked the board to order the price reduced. 
The second stated that all the companies in the Bay State 
group were virtually one company, and asked the board, 
on the strength of its own findings in the special report of 
1892, to order the price of gas of all these companies re- 
duced to $1 for private consumers, and 80 cents for the 
city of Boston. The third asked, separately, that the 
Boston Company be ordered to sell gas to the city at 80 
cents, and to private consumers at $1. 

The requests for a reduction of price for gas for public 
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lighting in the case of all the companies was afterwards 
waived by the petitioners and not considered by the board. 
Separate hearings were held on the petitions against the 
Boston Company. But little new evidence was offered in 
either case, the petitioners resting their claim and arguing 
their case almost entirely on the basis of the facts and 
conclusions of the report of 1892. In regard to the case 
of the Boston Company the commission remarks,* “at 
the hearings an effort was made by the company to con- 
trol in some measure the facts and conclusions of the re- 
port, but, in the opinion of the board, without success,” 
and adds that later reports of the company made to the 
board “give no reason for a modification of the conclu- 
sions of that report.” 

On February 14 the board voted to advertise the 
necessary hearings on the petitions against the Boston 
Company for March 7. The hearings were begun on that 
day, and by agreement of counsel, continued until March 
21; and then, not being completed, they were still further 
continued until the 23d, when they were closed. The 
board then took the case under advisement, and on 
Saturday, the 15th of April, near the close of office hours, 
voted to recommend that after May 1, 1893, the price 
charged by the Boston Company be not more than $1} 
per 1,000 feet, net. The following Monday morning, be- 
fore notice to the company, but after the decision had in 
some way become known to the public, upon its own ini- 
tiative the board reopened the case, and amended this 
vote by striking out the word net. Neither the reasons 
for the adjournment of the hearing from March 21 to 
March 28 nor for amending this vote are matters of rec- 

* Ninth Annual Report (1894), p. 12. 

+ This recommendation was formally accepted by the company April 22; 
and Boston had dollar gas, but no peace. The cases of the minor companies 
were not decided until June 6, when the outcome of the main agitation was 
reasonably certain. The commission reduced the price for the Roxbury Com- 


pany to $1.20 and for the Dorchester and South Boston Companies to $1.30 per 
1,000 feet, net, after July 1, 1893. 
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ord. It goes without saying that the amended vote was 
less favorable to the company than the original one. On 
February 8, the corporation counsel of Boston had ad- 
dressed a request to the commission for an early hearing 
on the mayor’s petitions. The fact that no action was 
taken on the petitions until eleven days after they were 
filed, that the commission gave three weeks’ notice of the 
hearings instead of the minimum notice of two weeks, 
and that, in all, it took about ten weeks to dispose of this 
important case, was made the occasion of violent and 
bitter attacks, not only on the integrity of the members 
of the board, but even on the very life of the commission 
itself. 

In fact, before this time the agitation had become so 
powerful as to affect the most conservative elements of 
the community, and, notably, the most staid of the news- 
papers, which declared that the Gas Commission, having 
all the facts in its possession, was delaying matters volun- 
tarily. But, in spite of the agitation, the commission could 
not order a reduction of price except on petition ; and this 
was the first petition of the kind it had had an opportu- 
nity to act upon. Furthermore, it could not, as the public 
was made to believe, even upon petition order a reduc- 
tion in price upon the basis of its own ex parte findings 
in the special report of the year before. The law re- 
quired that the company be given an opportunity to be 
heard. The time taken to try and to dispose of a case of 
this magnitude was not excessive, nor would it have been 
so considered in any ordinary condition of the public 
mind. 

But, even before the petitions had been filed with the 
commission, the main fight had been transferred to the 
legislature. All sorts of bills hostile to the companies 
had been introduced, including a bill for the forfeiture 
of the charters of all the Bay State Companies, unless 
they cut themselves off entirely within six months from 
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any connection with extra-state corporations. Several of 
these bills were well advanced, and public hearings on at 
least eight of the mayor’s bills were announced before 
March 14. 

Mayor Matthews, however, had no intention of stop- 
ping with appeals to the legislature and the Gas Com- 
mission. Early in February, while his petitions before 
both these bodies were still pending, he entered into 
negotiations with the president of the Brookline Com- 
pany with a view to persuading him to compete with the 
Bay State Companies, on the basis of $1 per 1,000 feet to 
private consumers, and a figure not specifically discussed, 
but lower than this, for the public lighting. The will- 
ingness of his company to compete on this basis was 
signified, provided that the city were districted for the 
purpose in a way advantageous to the company; and it 
was stated that one of the magnates of the Standard Oil 
Company was ready to back the Brookline Company in 
such an enterprise.* 

On February 13 advertisements for the public lighting 
of Boston were published in both the New York and the 
Boston papers. Bidders were “requested to state the 
price per thousand cubic feet at which they will furnish 
gas to others than the city.” The exact boundaries 

*It is impossible to say at just what date the Standard Oil interests 
acquired control of this company. On June 30, 1892, five-sixths of the stock 
was held in Massachusetts; while one year later four-fifths of it was held 
outside the State. Negotiations for the control began on January 13, 1893, by 
an offer to retain the president of the company in office at an increase of 50 
per cent. in salary, without asking anything from him in return. On February 
13 it was rumored that the control had actually passed. On the 26th the Stand- 
ard Oil people appeared at the conference with the mayor, as chief owners. 
The transfer books show that on April 28 Mr. H. H. Rogers and three of his 
friends owned 4,574 out of a total of 7,500 shares. Of course, they may have 
controlled the situation much earlier by options on the stock. Some years 
before, the stock of this company had been offered to Mr. Addicks en bloc at 
$115 per share. The new owners bought it piecemeal, at $116, for the specific 
purposes of the contest. 

For the methods and motives of the different parties for entering upon and 
bringing about this competition, see Investigation of 1893, pp. 312, 324, 363-365, 
377, 419, and 428, and Appendix, p. 145. 
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suggested by the president of the Brookline Company 
were not followed, but bids for each of nine separate 
districts bounded by arbitrary lines were called for. 
Two of the districts covered the territory of the Boston 
Company, while four more consisted for the most part of 
regions served by the minor companies of the Bay State 
group. One district (number 5) consisted wholly of 
Brighton, served exclusively by the Brookline Com- 
pany. This division into districts made it possible for 
the Brookline Company to bring in all the evils and reap 
any possible benefits from competition, without going to 
the expense and incurring the risk of piping the whole 
city. The Brookline Company, as a matter of fact, put 
in bids for the Brighton District at $1.25 per 1,000 feet 
for public use and $1.50 per 1,000 feet to private con- 
sumers; and for districts numbered 2 and 3, city proper, 
south part, and the Roxbury District (consisting of the 
richer portions of the territory served by the Roxbury 
Company), the prices were: for the city, 70 cents per 
1,000 feet; and for private consumers, $1. While not 
putting in formal bids for other districts, the company 
gave notice, with its bids, that, if the city wished, it 
would include at the rates of 70 cents and $1 (as soon 
as pipes could be laid) all the territory served by the Bay 
State Companies with the exception of a district made 
up of the poorer portions of the territory of the Roxbury 
Company and of the territory served by the little Jamaica 
Plain Company. No reference was made in the bids to 
districts numbered 7 and 9, consisting entirely of East 
Boston and Charlestown, since nature had made these 
districts difficult of access for the Brookline Company. 
The companies in the Bay State group put in separate 
bids, but only as a matter of form* and as a basis for 
*It is probable that these companies would have put in serious bids at 
reduced prices, even at a great sacrifice, had they not been advised that they 


could keep all competing companies out by existing legal means. As will be 
shown later, after exhausting every possible legal resource, they had to submit 
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future argument; for they ignored entirely the districts 
as marked out in the advertisements, making the bid of 
each company cover the territory already supplied by 
it, and made no reference to anything but public light- 
ing. With each bid they gave an alternative by which 
the company should assume entire charge of caring for, 
lighting, and extinguishing the public lamps. This 
would have enabled the city virtually to abolish its 
lamp department, which cost the city at that time 
about $50,000 annually. Mayor Matthews admitted * 
that this department cost Boston more than twice as 
much per lamp as other cities paid private corporations 
to do the same work, and that Boston was about the only 
large city that did the work under public direction. But 
he defended the maintenance of the department on ad- 
ministrative grounds, irrespective of expense, and was 
publicly charged ¢ with maintaining it at the expense of 
the city, “to save for himself one hundred thirty odd 
political votes.” 

The bids were opened on Friday, the 24th of February. 
The contracts with the Brookline Company were drawn 
the next day, and on Sunday, the 26th, submitted to the 
mayor. Not satisfied with the surplus earnings clause, he 
asked for and obtained a conference ¢ the same evening 
with the representatives of the company. The terms of 
the contract were agreed upon at this conference, and the 
contracts signed the following day, February 27, 1898. 

The contract covered only the three districts for which 
to the competition of the Brookline Company. The area of competition con- 


stantly spread, until in June, 1895, the Brookline Company supplied gas in 
every part of Boston except East Boston, Charlestown, and Jamaica Plain. 


* Investigation of 1893, p. 394. t Ibid., p. 342. 


¢ According to the testimony of the mayor, he first consulted with repre- 
sentatives of the Standard (il interests in regard to gas matters at this meeting, 
where they appeared as actual owners of the Brookline Company. Circum- 
stances would seem to indicate that he counted on their support at a much 
earlier date, although he may not have consulted them personally. Investiga- 
tion of 1893, p. 362. 
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the company put in formal bids,— namely, Brighton (non- 
competitive), city proper (south part), and the Roxbury 
District,— and at the respective prices named in the bids. 
The term of the contract was fixed at three years from 
July 2, 1898 (subject to annual appropriations); but it 
was to continue at the same prices, at the option of the 
city, until abrogated by the written notice of the superin- | 
tendent of streets, with the approval of the mayor. The 
company agreed to connect its pipes with the existing 
public lamps without expense to the city. The contract 
forbade the company to disturb any asphalt, stone, or 
brick pavement with concrete foundations, and bound it 
to make all needed repairs on streets within a year after 
opening them, provided that the defects, in the opinion of 
the superintendent of streets, were due to the action of 
the company. The expense of laying and keeping in 
repair any additional service pipes fell upon the city. 
The city had also to bear half the expense of removing 
and cleaning the burners once a year. 

This is probably the first American contract for public 
lighting which binds the company to fixed prices to 
private consumers. It is also one of the first contracts 
under which gas sold to the city by meter for purposes 
other than street lamps is charged at as low a price as 
the gas for street lamps. Before this Boston had paid 
annually from $30,000 to $40,000 per year for gas for 
public buildings at the rates paid by private consumers. 
The mayor took great pride in both these provisions. It 
was, however, article 14 of the contract for which he 
took the greatest credit. This provided that the com- 
pany should pay to the city each year one-half of its net 
earnings “ after paying an annual profit of 8 per cent. on 
the actual money invested in that year in its gas plant,* 
which amount at present is taken to be one million dol- 
lars, provided that said profits shall be reckoned as cumu- 
lative from the date hereof.” The article is vaguely 


* The italics are not in the original. 
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phrased, and is practically meaningless, especially in view 
of the other conditions of the contract; and nothing has 
ever come of it. 

Some figures and facts in regard to the history and 
operation of the Brookline Company should be given to 
show the remarkable character of this contract. The 
company had recently reduced its price, and was selling 
65,000,000 feet of gas annually at $1.90 net per 1,000, 
with a manufacturing and distributing cost (apart, of 
course, from anything for dividends and interest) of 
$1.138 per 1,000 feet. It supplied a residence district 
so sparsely settled that, with half the length of street 
mains of the Boston Company, it sold less than one- 
twentieth as much gas, the sales per mile of main being 
in the one case 880,000 feet, in the other 10,406,000 
feet. The Brookline Company was paying 7 per cent. 
dividends on a share capital of $500,000, and carrying a 
debt of $564,000 at an average rate of about 5 per cent. 
interest. At first blush, it would appear that the out- 
come of a struggle between such a company and as strong 
a combination as that controlled by Mr. Addicks could 
not be doubtful. But, if we go a little more deeply into 
the character and motives of the owners of the Brookline 
Company, the issue is not so certain. 

The real significance of the invasion of the Boston field 
was brought out by the Gas Commission itself in a deci- 
sion which, though made some months later, may be 
referred to at this point. It was inevitable that the 
contract should get the company into trouble with its 
customers, both public and private, in the non-competi- 
tive part of its territory. On the very day the contract 
was signed the company gave notice that it would reduce 
its prices in Brookline to the level charged in the Brighton 
District under the contract ($1.50 for private consumers) ; 
yet petitions were filed almost immediately with the Gas 
Commission, asking that prices in Brookline and Brighton 
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be reduced to the level of those charged in Boston proper. 
On August 8, 1898, the board fixed $1.40 as the maxi- 
mum net price to be charged by the company in any por- 
tion of its territory. It found, among other things, that 
the cost of the company for management and leakage 
was high, and that it “had apparently been burdened 
through a considerable portion. of its history by a lack 
of economy in its management.” $1 per 1,000 feet was 
declared to be less than actual cost, leaving nothing for 
dividends and interest. On the question whether the 
Boston contract gave evidence that the company could 
sell gas profitably at any such price, the commission re- 
marked that “it is well understood that, in the manage- 
ment of corporate enterprises at the present day, profits 
are often made by parties interested in other ways than 
directly, by the sale of their products in the open market” ; 
and, again, that “the only fair inference to be drawn from 
the position of this company in this contract in respect 
to price is simply that the shareholders, or a majority of 
them, are willing to enter upon an experiment which they 
expect will, in some way, that will not appear on the face 
of the transaction, indirectly become profitable to them.” * 
Could the commission have made it clearer that, in its 
opinion, the object of the Brookline Company was not to 
make money by selling gas, but to gobble up the Bay 
State Companies? 

The very day the contract with the Brookline Com- 
pany was signed the mayor sent a special message,t with 
a copy of the contract, to the council, stating that the 
necessary permits to open the streets had already been 
given to the Brookline Company. The message began 
with the statement that “the desire$ of the people for 

* This decision was rendered after the legislature had adjourned, and the 
public agitation had ceased. Ninth Annual Report, pp. 29, 30. 

t Boston City Document No, 65, 1893. 


t The people of Boston may have been consumed by a desire for dollar gas, 
but their desire had never been ardent enough to induce them to push a peti- 
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dollar gas is about to be realized, at least so far as certain 
sections of the city are concerned,” and went on to state 
that the signing of this contract was conclusive evidence 
that the other companies could furnish gas at the same 
prices with a profit. It demanded that the Gas Commis- 
sion no longer hesitate to order reductions elsewhere, and 
closed with the warning that the possibility of getting as 
good terms from the other companies “ will depend largely 
upon the support given by the public to the lamp depart- 
ment and the mayor.” The activity of the mayor was 
marvellous. Within a period of about a week he argued 
the petition against the Boston Company before the Gas 
Commission; made another argument before the same 
board in opposition to the appeal of the Boston Company, 
against the right of the Brookline Company to lay pipes 
in Boston without the consent of the board of aldermen ; 
and had an order passed through the House of Representa- 
tives, on March 28, for a thorough investigation of the 
whole history, life, and relations of all the Bay State com- 
panies by a special committee of the House. 

This investigation, although nominally under the au- 
spices of the legislature, was in reality a move on the part 
of the mayor of Boston. He alone, therefore, unless the 
thing were to become a farce, had to raise the money 
necessary to pay counsel and expert witnesses, and to de- 
fray many incidental expenses. On April 3, two days 
before the investigation began, the board of aldermen, by 
a vote of 9 to 3, refused to concur in a vote of the com- 
mon council appropriating public money to pay the ex- 
penses of this “prosecution.” * The next day the mayor 
asked Mr. George Fred Williams—one of the party 
tion for that purpose before the Gas Commission, which (deprived of the right 


of initiative in such cases) had full power, after such a p , to p 
dollar gas, and which had committed itself on the point nearly a year before. 


* Mayor Matthews has always insisted that, in essence, this was not an 
“*investigation,’’ but a ‘‘ prosecution’’ of the Bay State Company for the 
forfeiture of its charter. 
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leaders referred to in the beginning of this article — to act 
as voluntary counsel without any guarantee of pay. The 
mayor (although summoned as one of the chief witnesses 
by the companies) acted as chief counsel for the prosecu- 
tion; while Mr. Williams, yielding to his entreaties, acted 
as junior counsel. Mr. Williams stated to the committee 
that he acted without any assurance of pay, but that he ex- 
pected compensation from the city. It was repeatedly 
said during the investigation that interested parties would 
meet the whole expense of the investigation, so far as the 
city failed to appropriate money for the purpose.* 

This investigation occupied the chief place in the 
public press and in the public mind from April 5 to 
May 28, when the report was made. The committee, 
which had all the powers of the legislature to compel 
the attendance of witnesses and the production of books 
and papers, made the most thorough legislative investiga- 
tion ever made in America into any industrial enterprise. 
I account for this from the fact that so much accurate 
scientific material was on record with the gas commis- 
sioners that any attempt to conceal anything else would 
have been useless, even though successful. The com- 
mittee is supposed to have got at the intimate history of 
all the extra-Massachusetts Bay State enterprises with a 
single exception; namely, the history of the Beacon Con- 
struction Company. For some reason the representatives 
of the companies, while voluntarily furnishing apparently 
everything else desired, persistently refused to reveal the 
doings of this company, which built the works of the Bay 
State Company in Boston. 

The method of conducting the investigation was, for a 
legislative committee, very formal, though, of necessity, 

*C£. Investigation of 1893, p. 314. It appears, however, that on May 19, 
1893, Mr. Williams, in the name of his law firm, drew from the city treasury 
for services and expenses in this case $5,205.96. I have been unable to find 


a record of any appropriation for this purpose ; nor do I know on what author- 
ity the money was paid, or against what fund it was charged. 
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it lacked the rigidity of strictly judicial procedure. The 
companies undertook to introduce but little evidence, rest- 
ing their case rather on the supposed legality of the facts 
produced by the other side. The “prosecution” had to 
depend largely on the official information in the hands 
of the Gas Commission. When either side wanted to 
introduce anything in evidence, it got it before a public 
session of the committee and into the hands of the 
reporters before the committee decided on its admissi- 
bility. The question of whether or not it was admitted 
as evidence after that was unimportant, since the final 
issue here depended on popular opinion as expressed by 
the legislature. The committee itself was influenced quite 
as much by what was ruled out as by what was admitted. 
In addition to the report of the committee, which, together 
with the testimony, made a printed volume of more than 
one thousand pages, Mayor Matthews published a large 
pamphlet of the proceedings before the committee, consist- 
ing largely of matter excluded by the committee. 

The most hotly contested point, and the one of the most 
far-reaching consequence, was whether or not the sworn 
returns of the companies in possession of the Gas Com- 
mission were public records, and consequently open to the 
public. There was no question of the right of the com- 
mittee and counsel, on both sides, to have the information 
contained in these returns; but the commission, in accord- 
ance with the opinion of the attorney-general, had always 
considered these reports as containing the business secrets 
of the companies, which were given to the commission to 
enable it to perform its official duty, and had not opened 
the individual returns indiscriminately to the public. 
Counsel for the prosecution declared the returns’ public 
records, and from the beginning evinced a determination 
to place them at the disposal of the press. 

This divergence of view produced constant friction 
between counsel and the gas commissioners, finally cul- 
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minating in the refusal of Mr. Barker, the senior member 
of the commission, to allow Mr. Williams access to certain 
elaborate calculations on the cost of making gas. These 
calculations, made by the commissioners themselves after 
the returns came in from the companies, were recorded 
on a page in the return especially prepared for that 
purpose. When the matter came to an issue, Mr. Barker 
removed from a certain return the leaf containing these 
calculations before handing the return over to Mr. Will- 
iams. Mr. Barker was at once accused of mutilating a 
public record to protect the Gas Trust. The Post had for 
months before this demanded the abolition of the com- 
mission or the dismissal of the commissioners. All the 
other papers, except the one owned by the gas interests 
and the Journal (which published nothing during all these 
months except: the speech of the counsel for the company 
in full, at advertising rates), joined now in the attack on 
the commission. So violent were the attacks that it 
looked for a time as if popular opinion might destroy the 
commission. Yet the charges were without foundation. 
The returns made to the commission were not public 
records: still less was the leaf in question. The essential 
fact in regard to the Bay State companies (the existence 
of the obligation for $4,500,000) had been given to the 
public by the commission itself; and its own special re- 
port of the preceding year was the first document in 
which dollar gas had been declared to be possible. 
Under all the circumstances, it was scarcely to be ex- 
pected that the committee would reach unanimous con- 
clusions. The report (presented on May 23) was signed 
by seven members; while one minority report bore six 
signatures, and another a single name. The facts as 
found by the committee were substantially those given in 
this series of articles. Jn the light of the conditions under 
which the investigation was carried on, it is remarkable 
that no attempt was made by the committee to distort, 
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exaggerate, or conceal any important facts. The conclu- 
sions were that there had probably been no violation 
whatever of law. In the opinion of the committee, while 
the extra-state capitalization depending on the Massachu- 
setts companies exceeded the value of the property by 
from $5,000,000 to $6,000,000, the dividends of the do- 
mestic corporations did not amount to more than 8 per 
cent. on the value (not the cost) of the property. The 
report upheld the legality of the obligation for $4,500,000 
on the ground that it was issued with the consent of all 
the stockholders, with no creditors to be defrauded and 
without violating any statute.* The committee was ex- 
pressly ordered to report upon the question whether or 
not any of the charters ought to be revoked. With the 
view of the facts and the law set forth above, of course, 
it reported against the forfeiture of any charter. 

The majority of the committee made a few general 
recommendations as to the power of the Gas Commission, 
the publicity of its records and computations, the future 
issue of securities only for full value, and the like. The 
minority reports made some similar recommendations of a 
general sort, but urged specifically that the obligation for 
$4,500,000 be wiped out. No bills accompanied any of 
the reports. 

By the time the reports of the investigating committee 
were submitted, the session was drawing to a close. If 
any bills were to be put through, efforts must be speed- 
ily concentrated. One introduced by Mr. Lyford (of the 
committee) was rushed through both houses, with a narrow 
majority in the Senate, and became law on June 10. It 
revoked the charter of the Bay State Company, unless 
it should cancel the obligation for $4,500,000 within six 

*The committee makes the following comment on this point: ‘It may, 
perhaps, truly be said that to give this obligation of $4,500,000 and $450,000 
in cash by the Bay State Company, for its plant costing not less than $750,000 
to $1,000,000, was a dear bargain, an unconscionable trade, a usurious con- 


tract ; but who shall say that they had not the legal right to enter into such a 
bargain, and who can take exception thereto ?’’ Report, p. 5. 
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months without incurring new obligations, save that addi- 
tional share capital might be issued to such an amount as 
would not make the total liabilities of the company exceed 
the actual value of its property, as judicially determined.* 
As previously explained, this was found to be $2,000,000 ; 
and the company issued $1,500,000 of additional shares, 
and cancelled the obligation November 24, 1893. It was 
on the basis of this new issue of stock that the last batch 
of Boston United Gas Bonds was put out. In a previ- 
ous article I stated that this issue of bonds amounted to 
$1,000,000. It is extremely hard to follow the transac- 
tions of the extra-Massachusetts Bay State Companies. I 
have reason to believe, however, that, of the last $2,000,- 
000 of Boston United Gas Bonds (first series) issued, but 
$700,000 (instead of $1,000,000, as previously stated) 
were, under the trust deeds, based on improvements; and 
the remaining $1,300,000 were turned over to the holders 
of the obligation for $4,500,000 in payment for the same.t 

Thus ended this remarkable campaign against the com- 
panies. The mayor appeared to be successful at every 
point. Under his leadership the price of gas had been 
made lower than prevailed in any other large American 
city; public opinion had been created and directed; the 
policy of the State in regard to competing gas companies 
had been reversed; $3,000,000 of fictitious capitalization 
had been squeezed out of a great corporation by legisla- 
tive fiat; and the legislature, for the second time in gener- 
ations, had resorted to the heroic remedy of undertaking 
to revoke the charter of an active corporation. 

In a future article I shall attempt to give some idea of 
what these apparent gains cost the public. 

Joun H. Gray. 

NorRTHWESTERN UNIVERSITY. 

* Chapter 474, Acts of 1893, Forty-four lighting bills had been introduced 
during the session. In addition to the above act relating to the Bay State 
Company, but two other acts were passed; namely, an unopposed amend- 
ment to the general municipal lighting act and a local electric lighting act. 


+ Compare this Journal for October, 1898, pp. 18, 27, of the current volume. 
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No previous year in our history has seen such an in- 
crease of the stock of gold in the United States as that 
which marks 1898, Our product for the year is believed 
to have exceeded that of the richest period of the Cali- 
fornia discoveries, our imports surpassed by 50 per cent. 
the highest sum ever before reported by our customs 
records, and these enormous receipts were offset only to 
an unimportant extent by exports. Looking at the influx 
from abroad, it is safe to say that no commercial nation 
has ever before received such a mass of gold in a single 
twelvemonth for the supply of its own requirements. 
Taking our mining product and imports together, our 
total receipts in 1898 exceeded even those of England, 
the great distributing reservoir of gold, which also then 
reached their highest point. 

Although the course of trade which produced this re- 
markable result is sometimes spoken of as if it betokened 
some radical change in our commercial relations, careful 
examination will show it to have been the consequence 
of precisely the same influences as those previously at 
work in our foreign dealings. Allowing for changes 
wrought by eighteen years of rapid national growth, the 
course of our foreign trade from the fall of 1896 bears 
a strong resemblance to the wonderful tide ending in 
1881, which established the permanence of the specie pay- 
ments, undertaken with such doubtful prospect of success 
at the beginning of 1879. In both cases the United States 
were able to command gold until every reserve and depos- 
itory was overflowing. ) 

Still, at the bottom of much of the current discussion 
of financial questions, there is often found a doubt, ex- 
press or implied, as to the ability of the people of the 
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United States to maintain a currency on the gold stand- 
ard. This doubt relates to something more than our 
present ability to hold gold, with our paper currency in 
the top-heavy condition to which it has been brought 
by thirty years of haphazard legislation. It involves the 
much broader question whether there is not something in 
the economic characteristics or relations of this country, 
as compared with the other great commercial nations, 
which makes it difficult, perhaps impossible, for us to re- 
tain permanently what might otherwise be regarded as 
our natural proportion of the world’s stock of money. 

It is hardly surprising that this doubt should sometimes 
spring up. As no part of our financial system now works 
according to expectation, we have nearly the whole of the 
export demand for gold concentrated upon the treasury. 
Any cause which lowers the gold balance in the treasury, 
whether it be an unusual demand for the redemption of 
notes or a deficiency of revenue; weakens the sometimes 
narrow foundation on which our paper currency stands ; 
and, as there is no provision for systematic repair, the 
possibility of a suspension of gold payments by the gov- 
ernment instantly comes to mind. For the greater part 
of the time, in the last eight or ten years, the attention of 
the public has been fixed upon the treasury balance. Any 
movement in the wrong direction has been viewed with 
alarm, any demand for the redemption of legal tender 
notes has come to be described as a “raid,” the export of 
gold has become an event of black significance. The line 
to be drawn between the embarrassments caused by reme- 
diable defects of system and those springing from some 
inherent financial incapacity of the nation, is not always 
made out with ease; and we can hardly wonder, therefore, 
that the doubt whether, under any arrangement of the 
currency, we can expect to hold our own in the competi- 
tion of international exchanges should sometimes gain 
ground. It is on the fundamental question thus pre- 
sented that I now propose to offer a few considerations. 
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The general advantages with which the United States 
enter the field of international trade are manifestly such 
as to raise a strong presumption in favor of our ability 
to maintain a gold currency, if we will,— a presumption 
to be controlled, if at all, only by showing the exist- 
ence of some highly exceptional disqualifying condition. 
We have a territory of remarkable productive capacity, 
already developed to such a point as to place us in the 
first rank as a producing country. Our people have 
the qualities needed for the most effective use of this 
source of material wealth, and are practically free from 
the burdens of debt and armaments which fetter the 
energies of most of our rivals. Our industries are varied 
and highly organized ; our industrial outfit for the produc- 
tion, transportation, and exchange of goods, is vast in ex- 
tent, and in many branches of unprecedented excellence ; 
and our accumulation of capital has been extraordinary 
in rapidity and amount, as is evidenced, significantly for 
the present purpose, by the supply of gold in our hands, 
which, by the mode of estimate followed by the treasury, 
must now largely exceed $900,000,000. To all this is to 
be added the fact that the United States have long been 
the first gold-producing country in the world, and that, 
if we now take the second place, this is not because our 
own annual supply has fallen off, but because that of 
South Africa has come into existence. 

If now we seek for a possible disqualifying condition, 
tending to defeat the presumption created by these solid 
advantages, original and acquired, we must look for it 
either in the trade in merchandise carried on by this 
country with others, or in our strictly financial transac- 
tions with the rest of the world. It is only in dealings 
of these two kinds that we receive gold or part with it, 
on any great scale, and it is therefore in one or the other 
set of relations thus created that any such exceptional 
characteristic as is now sought for must exist. 
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Taking into consideration, first, the economic character 
of our exchange of merchandise with other countries, it is 
clear that, as regards the movement of gold, the position 
of the United States is one of singular advantage. This 
fact we recognize in our confident moods, but are inclined 
to overlook in the presence of any financial difficulty. 
Summarily stated, the advantage consists in this,— that 
our demand for the goods of other nations is, on the whole, 
far less intense than their demand for ours. This is, 
doubtless, at variance with much that is often said as to 
our tendency to over-importation; but the truth of the 
statement is demonstrated by well-recognized facts, of 
which the history of 1893 offers a convenient illustration. 

The crisis of that year came on so late in the spring 
that the imports for the fiscal year ending with June 
show little trace of its effects; and their net amount, 
$849,800,000, is one of the highest then recorded. Under 
the pressure of the revulsion our imports for the next 
fiscal year, 1893-94, fell more than $211,000,000. A sud- 
den change of that magnitude necessarily implies some 
extraordinary alteration of economic conditions, and great 
individual hardship as the result; but it also implies a 
wide range of adjustable demand, previously satisfied by 
imported goods. The nature of this demand is disclosed 
by the classification of imports in the treasury returns. 
Under Class I., articles of food (of which seven-eighths 
were made up by sugar, tea, coffee, and fruits), there was 
an increase of imports in 1893-94, amounting to over 
$6,000,000; under Class II., crude materials for domestic 
industry, there was a drop of 40 per cent., or nearly 
$90,000,000; under Class III., partially manufactured ma- 
terial imported for further manufacture, there was a fall 
of 31 per cent., or a little more than $30,000,000; under 
Class IV., manufactured goods for consumption, there was 
a fall of 35 per cent., or $51,000,000; and under Class V., 
luxuries, including silks, laces, tobacco, wines, and liquors, 
there was a fall of over 36 per cent., or $46,000,000. 
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These figures tell a plain story of enforced economy, by 
which a great people, under the pressure of a revulsion, 
changed for the time the scale and the distribution of 
their demands for consumption, slackened the productive 
machinery which supplied some great classes of demand, 
and undertook to live within their present available means. 
So far as our foreign trade was concerned, this economy 
was practised, not, indeed, with ease, but chiefly by cut- 
ting off the superfluities and the dispensable comforts of 
life and the material for their production, without, how- 
ever, sacrificing the articles of necessary consumption, or 
even “the free breakfast table.” Under similar pressure 
in other years the shrinkage of our demand has followed 
a similar course, marking a high degree of control on our 
side of the international trade. 

If we look at the other side of the trade, and ex- 
amine the demands made upon the United States, we find 
that cotton, breadstuffs, cattle, and provisions made up 
two-thirds of our domestic exports in 1893 and nearly 
two-thirds in 1894, the total rising from $831,000,000 in 
the former year to $869,000,000 in the latter. In neither 
year were our exports of these leading articles at their 
highest. Our cotton crop fell off in 1893 by more than 
2,000,000 bales, and our yield of wheat fell in 1894 by 
more than 100,000,000 bushels. But the foreign demand 
for these products is plainly not a controllable demand in 
the same sense in which our demand for manufactures is 
controllable. The demand for cotton is as continuous as 
that for any article of consumption can be. Although 
our exports vary with the abundance of our crop, the 
purchases of Great Britain in a long series of years show 
great steadiness; and the United States still send to that 
chief customer as large a proportion of her annual supply 
as they did before the Civil War. Our cotton, in short, 
finds its market in bad years as well as in good. It 
supplies the indispensable material for a vast industry, 
which may indeed flag in bad times, but cannot stop. 
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Our exports of food, which are now seldom below $300,- 
000,000, swell, of course, with any deficiency of crops in 
Europe. The demand for them is imperative within the 
limits set by other sources of supply, and, when strength- 
ened by the deficiency of those sources, is neither to be 
satisfied by a substitute nor to be reduced by economy 
of consumption. It may be said, therefore, of our great 
exports, that the demand made upon us for cotton is con- 
stant and imperative, and that the demand for breadstuffs 
and provisions, though irregular, is always large and often 
of remarkable intensity. 

The extraordinary movement of gold to this country 
beginning in 1896 is the latest proof of the importance 
of this characteristic of the relative demands of the 
United States and of the other leading commercial na- 
tions. Illustrations to the same effect, however, can 
easily be found in the statistics of our foreign trade, all 
going to show that, while, like any rapidly developing 
nation, we often by large imports strain our ability to 
pay, any severe pinch finds us able to forego a large 
amount of purchases,— which, after all, are not for the 
supply of imperative wants,— and thus to check the out- 
flow of gold; and that, on the other hand, the urgent de- 
mands made upon us frequently turn the current of gold 
in our direction with amazing force. That these urgent 
demands are irregular is an undeniable drawback to the 
advantage which we enjoy. Our command of the situa- 
tion, which is now intermittent, might no doubt be con- 
stant, and the change in the volume of our trade less 
serious, if the need for our products were always felt at 
its maximum by our chief customers. This irregularity, 
however, is the condition annexed to the enjoyment of a 
resource which has no parallel in the commerce of the 
world.* How far it can be thought to place us at a disad- 


* The extent of the irregularity may be seen by the following statement of 
the percentage ratio of the annual export of breadstuffs, provisions, and food 
animals compared with the mean for the last ten years : — 

1889 1890 1891 1892 1893 1894 1895 1896 1897 1898 
.69 91 84 1.34 1.03 98 76 88 1.05 1,52 
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vantage compared with other countries as regards ability 
to retain a gold currency will be seen more plainly when 
we come to consider the actual movements of gold to and 
from the leading nations respectively. For the present it 
is enough to point out the strong probability that a trade 
in which we buy for the satisfaction of our own secondary 
wants and sell chiefly to supply the primary needs of 
others, whether the course of this trade be uniform or not, 
gives us @ position of exceptional advantage. It is at any 
rate certain that it presents no reason for concluding that 
the United States have any peculiar incapacity for retain- 


ing gold. 


Turning now to the other quarter in which any dis- 
qualifying condition for maintaining a gold currency 
must be sought,—‘the strictly financial relations of this 
country with othe.s,—we have to deal with a state of 
things far more complex than that already considered, 
in which misconception is far easier. Extraordinary 
rapidity of de- lopment and the possession of resources 
which offer a vast field for investment have made the 
United States the greatest borrower in the modern world. 
In saying this of our people as a community, the word 
“borrow ” is used in a wide sense, to include all the forms 
in which foreign capital is employed within our limits in 
uses to which domestic capital must otherwise have been 
applied. Whatever form the evidence of the transaction 
may assume, whether it be found in national, State, cor- 
poration, or individual indebtedness, in the bonds or in 
the stocks of railways or industrial enterprises, or in the 
private ownership of manufacturing establishments,— in 
all these cases and under many other disguises, the people 
of the United States as a whole are employing foreign 
capital in the support of their general system of industry. 
The interest, the dividends, or the current profits, if any, 
are the reward of the lender: the general gain, conven- 
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ience, and stimulus coming from the development of a 
particular resource or industry, or from the more rapid 
and symmetrical development of our system as a whole, 
inures to the advantage of our own community. Bor- 
rowing in this sense we have carried on for a century 
upon an ever-increasing scale, and shall doubtless long 
continue to carry on, unless we wantonly sacrifice our 
unexhausted ability for vigorous advance. 

As great debtors, in this large sense, the United States 
have necessarily great payments to be made to their cred- 
itors,— to be made according to the standard of the com- 
mercial world, and therefore called, conveniently enough, 
gold payments. This consequences of our position as a 
debtor nation is habitually spoken of as a perpetual drain 
upon our stock of gold and as a necessary hindrance to 
the maintenance of a gold currency. And yet nothing is 
more certain than the fact that the interest, dividends, 
and profits upon foreign capital employed in our indus- 
tries are no more a drain upon our gold than any other 
debts to be paid in the markets of the +,orld. They no 
more require the export of gold than a payment for goods 
or securities; and even if by their terms the payment is 
to be made, not, we will say, in pounds sterling, but spe- 
cifically in gold coin, neither the obligation nor the mode 
of its execution differs from that of the payments habit- 
ually made in foreign trade. It is not, even in this case, 
the actual transportation of metal across the Atlantic that 
is called for, but the payment of metal in London, Paris, 
or Frankfort, the debtor providing the means of payment 
at that place as he finds easiest,— by selling American 
wheat or cattle, or perhaps by a fresh loan.* In fact, 
in the actual process of settlement, one international 

*Thus the Geneva award of 1872 required the payment of $15,500,000 by 
England to the United States ‘‘in gold.’’ The gold was paid to the treasury, 
but the transfer across the Atlantic was made by a shipment of United States 


bonds which had been called for payment. F.W. Hackett, The Geneva Award 
Acts, p. 176. 
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liability is like another. They all take their place among 
the conditions which regulate the barter of commodities 
between nations, stimulating sales here and discouraging 
them there, and thus by their action on the relative level 
of prices requiring habitually only the clearing of com- 
paratively moderate balances. “Gold interest” and the 
like, in the settled course of trade, simply call for the reg- 
ular export of a larger amount of salable commodities, the 
proceeds of which are finally converted, in the foreign 
market, into that medium which secures the execution of 
the contract for foreign interest payments. 

Without further exposition of these familiar facts, it is 
enough for the present purpose to point out that, although 
a systematic course of foreign payments on a large scale 
may have much to do with the habitual level of prices in 
the country making the payments, it has no tendency to 
strip the country of the gold necessary to carry on its 
home transactions upon what has become, for it, the nor- 
mal level. It is only when we come to the return of bor- 
rowed capital, or to the transfer in either direction of 
securities which represent debts, that we find in the rela- 
tions of the borrower anything that can be treated as 
a permanent disturbing element. Indeed, the return of 
borrowed capital, or, in other words, the payment of debt, 
can also be set aside as little likely in practice to be the 
cause of serious disturbance, so steadily is cancelled debt 
replaced by fresh borrowing. It is the transfer of securi- 
ties as investments or for speculative purposes, sometimes 
in large masses, acting as an unseen import or export, and 
therefore calling for settlement in precisely the same 
way as a movement of merchandise, that is most impor- 
tant from the present point of view. It is this which, at 
all events, appears to be the cause of most frequent 
anxiety as to the drain of specie. The possibility that, at 
some moment of stress on one side of the water or the 
other, stocks and bonds to an unknown amount may be 
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launched by London upon the New York market, creates 
a vague apprehension, all the more disturbing because the 
facts involved can never be measured with precision. 

No doubt the great class of “international securities,” 
which have so important a place in the operations of mod- 
ern finance, while they facilitate settlements and make 
transactions easy which would otherwise be impossible, at 
the same time often make the movements of commerce 
unsteady, and increase the swiftness and intensity of their 
changes. This, again, is a drawback suffered for the sake 
of great benefits enjoyed, the world being, on the whole, 
immeasurably the gainer. In the use of these securities 
the United States have a leading share, not only because 
of the extent of their general dealings, but because so 
large an amount of the securities are issued and domiciled 
in this country, and so find a natural market here. It is 
not probable, however, that, either in the general trade of 
the world or in our particular trade, the movements of 
gold have been increased by the dealings in this kind 
of property. On the contrary, it is more probable that, 
like any other improvement which introduces new varie- 
ties of desirable exports, the increased movement of secu- 
rities has, on the whole, tended to diminish the transfers 
of gold relatively to the value of goods exchanged, and 
that this relative diminution has been felt in the trade of 
the United States,* although with our growth the absolute 
amount both of goods and of gold has vastly increased. 

*Tn the last five decades the aggregate imports and exports of merchandise 


by the United States, compared with their aggregate import and export of 
gold, have been as follows : — 


Merchandise. Gold. Percentage of Geld 
to Merchandise, 
eee ee ee $4,621 millions $389 millions 0842 
ee 5,641 ” 704 bad .1248 
1869-78... ww 10,118 66 530 bd .0524— 
SP es 6 ee 14,0988 “ 71 OC 0405 
eee 6.4 + & «= * 16,848 “ 1,094 “ .0649+- 


The exceptional conditions of the second and fifth decades require no 
comment, 
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But our present inquiry is whether the dealings in in- 
ternational securities make the hold of the United States 
upon a specie currency weaker than that of other countries 
which successfully maintain such a currency. It would 
be strange if this were the case ; for, as they sell what we 
buy and buy what we sell, any disturbing tendency felt 
by us must also be felt by them at some stage in the series 
of operations. London, for example, is a buyer when New 
York sells and a seller when New York buys, having the 
same sensitiveness to an outflow of gold and even greater 
anxiety as to the sufficiency of the export trade to counter- 
act any serious drain. If, on the whole, New York is 
weakened by this class of operations, often no doubt 
highly speculative, is not London also weakened by a 
similar process? Do we, in fact, lose anything in the 
comparison of our position and its advantages with those 
of the country which for nearly eighty years has main- 
tained a sound specie currency without interruption ? 
The truth is that on each side of the water international 
securities, when imported, are an import of the class not 
necessary for the satisfaction of any imperative want, and 
are bought therefore because the purchase is likely to be 
profitable, and, when exported, are sold, if at all, for such 
price as the purchaser judges to be for his advantage. 
The disadvantage of having them crowded for sale upon 
the home market, so often dwelt upon in discussion in 
this country, is, at all events, slight in comparison with 
the disadvantage suffered by the country which finds 
itself compelled to make unusual purchases of food or of 
any great staple for manufacture. 


It is convenient, at this point in our discussion, to con- 
sider briefly the special advantage, as compared with the 
United States, which England is often said to derive from 
her peculiar position as a commercial nation. “ England,” 
it is said, “ being the great creditor country of the world, 
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can draw gold as she pleases from any quarter, whereas 
this is a debtor country, never secure against demands 
from abroad.” This idea of the practical command of the 
gold of the world lying in the hands of the great creditor, 
perhaps owes its origin partly to the fact that the commer- 
cial relations of England make her the agency through 
which a large part of the gold produced by the United 
States, Australasia, and South Africa, finds its way into 
the currency of the world at large, and partly to the visi- 
ble movements of that great financial barometer, the 
Bank of England rate. It is true that her function as the 
distributor of gold does not enable England to retain more 
than a rather small proportion of what comes into her 
hands. It is also true that the sliding scale of discount, 
by which the Bank of England protects its own reserve 
and is apt to give the signal for the London market gen- 
erally, is a means of defence in no way peculiar to that 
institution. It is used systematically and quite as effect- 
ively by the German Reichsbank. The apparent neglect 
of it by the Bank of France is due, partly to the fact 
that the enormous stock of metal in the bank enables it 
to yicld up gold, if need be, to a great amount with no 
sensible inconvenience, and partly to the fact that, by 
charging a premium upon gold, the bank is able to mask 
its defensive policy, and to preserve a generally uniform 
rate of discount with little regard to an outflow of money. 
The English method may in fact be seen at work in our 
own country, in a less definite form, but with similar 
effect, in the changing rates of interest prevailing in the 
great money centres.* Nevertheless, the facts that the 
great streams of gold converge in England and diverge 
from her, and that the Bank of England conspicuously 
acts with reference to them, are enough to account for the 
general impression that the controlling power is to be 
found there. 


* The following extract is from the hearing before the House Committee on 
Banking and Currency, 1897-98, Hon..C. S. Fairchild being under examination : 
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But, besides these crude conceptions of the practical 
working of English commerce, there is something more 
implied in the common idea of England as “a creditor 
country.” A creditor can call for the payment of debts 
due to him, and can require payment in money. Cannot 
England, then, call in her dues in gold, the world’s money ? 
Of the fallacies involved in this argumentative question, 
let us consider the fallacy of personifying England,— of 
saying “ England” when we really mean “some English- 
men.” By a figure of speech the country is presented 
to the mind as a community having a single directing 
will, a single interest and determining purpose, extending 
credit or collecting debts from definitely formed policy, 
and capable of saying to itself upon occasion that gold, 
and not commodities, must now be secured in payment. 
This might be true, in a degree, if the English polity 
were communistic, and if a committee directed the opera- 
tions of the banks, the commerce, and the manufactures 
of England, and made provision for her daily consump- 
tion. But the real case to be kept in mind is that in 
which, instead of a single conscious will governing her 
action, there are some millions of individual wills, each 
determining within its own sphere; and, instead of a 
single clear line of chosen policy, there is only the con- 
fused outcome of the varying interests and needs of vast 
numbers of men. 

In this, the actual state of things, the demand of one 

“Mr. Farrcuixp [referring to the raising of its rate by the Bank of Eng- 
land].— Now in this country the same thing takes place when a man borrows a 
million dollars to pay a debt abroad. It makesa diminution of the loanable funds, 
and that of itself works an increase in the rate of interest ; and, when that rate 
of interest becomes large enough, the seller of exchange, instead of meeting his 
remittances by the actual shipment of gold, finds a cheaper way to meet his 
bill of exchange. We do not have to have any specific measures to clothe 
banks with specific power to do that. It does itself. It is one of the natural 
laws which works itself out ; and, if we do not put any impediment in the way, 


it will take care of itself. That is my judgment about it. 
“ Secretary Gacr.— I agree with what Mr. Fairchild has said.’’ Report, 


p. 135. 
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class of the population for cotton to spin, and the demand 
of others for wheat or for beef, are not and cannot be 
subordinated to the desire which any set of men or of in- 
stitutions may feel to see gold flow in. On the contrary, 
the requirements for consumption, determined by the 
occupations and relations of a great people, are funda- 
mental conditions, to which financial interests and policies, 
under whatever name, must of necessity conform their 
action. For illustration we need not go farther back than 
the great export movement of 1896, which between 
August 1 and December 1 brought into the United 
States $74,000,000 of gold, $40,000,000 of it coming from 
England. Although the Bank of England in seven 
weeks raised its rate from 2 per cent. to 4, it could 
not stop the outflow which in four months drained one 
fourth of its specie from its vaults, so uncontrollable are 
the currents which take their rise in the needs and habits 
of a whole people. The great trade movements of a 
country like England can never be concerted or calculated 
movements, as the language used about them often seems 
to imply. They are the result of forces quite independent 
of each other in origin and often in strong conflict, which 
the small fraction of men known as the financial world 
cannot withstand or govern, but which they can often turn 
to account.* 

These considerations —no doubt sufficiently obvious, 
but often neglected — apply to the action of England as a 
purchaser of merchandise from other countries. They also 
have a close application to her action as a holder of the 
securities of other countries. The class of Englishmen 
who hold foreign bonds or stocks as an investment will, 
no doubt, act at times under a common impulse of con- 

* How impossible it is even for a syndicate comprising ‘‘ every banking house 
and every bank in New York City, with important European connections,’’ to 
control, beyond certain limits of time and favoring circumstances, the course of 


foreign exchange, is well shown by Mr. Noyes in his account of the gold 
movement in 1895. Thirty Years of American Finance, chap. x. 








reer 


= 


oe 














QUARTERLY JOURNAL OF ECONOMICS 





328 


fidence or distrust, as investors do in our own country. 
This action may seriously disturb the financial relations of 
their own country with others and affect the movement of 
gold for a time, between England and this country, for 
example, as it has been seen to do. This is, of course, 
to be noted as an element of instability in our interna- 
tional finance, which must be recognized, although there 
may be a question whether a set of trade relations, which 
already include many unstable elements, is, in fact, made 
any more unstable by the introduction of another class of 
variables, with its chances of compensatory action. But 
it concerns us to notice that this action of English invest- 
ors, although the result of a common impulse, is no more 
a concerted action than the movement in which English 
mill-owners buy cotton, eagerly or sparingly, as the case 
may be. It is the action of a great body of individuals, 
seeking advantageous employment each for his own capital, 
encouraged or disheartened by current opinion as to 
American securities, and neither bidding against each 
other nor selling at a loss in order to affect the general 
money market or turn the stream of gold. Even the class 
of bankers and other temporary holders of securities for 
speculative profit—a class of men as little disposed as 
any to sell their property at a sacrifice —act in the same 
manner, according to the dictate of individual interest, 
and under no leadership or control which could justify the 
conception of concert and dangerous singleness of aim, 
which we have been considering. 

It is perhaps hardly necessary to point out that, when 
we thus take into account the complex influences which 
must at any given time determine the course of dealing 
between England and other countries, gold loses a part 
of the quality as a quasi-legal tender for international 
trade, sometimes ascribed to it in current discussion. As 
a commodity, in universal demand at some rate or other, 
it can always be used in payment by the debtor nation, if 
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offered on terms satisfactory to the creditor nation. But 
payment in gold cannot be required by the latter so long 
as there is, among the millions of its population, any suffi- 
ciently large class of wants demanding for their satisfac- 
tion the merchandise exports or the securities of the debtor 
in preference to money. The legal tender law of the place 
necessarily regulates the mode of payment in London, to 
be observed by each individual debtor; but, as has already 
been pointed out, it is no part of that law, nor is it a 
necessity of the case, that the debtor should have trans- 
ported his means of payment across the Atlantic. 


The conclusions reached by these general considerations 
are greatly strengthened, when we apply to them the test 
of observed facts. England, France, and Germany are 
the countries upon which the United States chiefly draw 
for gold, and by which the United States are most heavily 
drawn upon, all three successfully maintaining their cur- 
rencies upon the gold standard. How, then, do the actual 
movements of gold into and out of the United States, 
for a series of years together, compare with similar move- 
ments as reported by the three countries named? For 
the purpose of this inquiry the nine calendar years from 
1882 to 1890 are first taken, as making up what can be 
called a fairly normal period. They begin after the close 
of the great influx of gold which insured the success of 
specie resumption by the United States, and they end 
before the subsequent saturation of our currency with 
paper and silver had caused serious disturbance. They 
include years of great prosperity, and they cover the 
period of depression following the financial crisis of 1884. 
Both the products and the imports of gold by the United 
States are given, to show our total receipts from year to 
year; and against them are set our annual gold exports. 
Annual imports and exports of gold are also given for 
each of the other countries, all being stated in dollars for 
convenient comparison. 
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[Ix Dotiars,— 00,000 omiTTED.] 





United States. England. France, Germany. 





Prod’t; Imp. | Exp. || Imp. | Exp. || Imp. | Exp. || Imp. | Exp. 








1gs2...| 32,5] 13,4] 38,7 || 70, | 58,5 || 54,7| 39,1 6,8} 9,3* 
1888 ...]| 30, | 22,1| 6, || 37,7] 34,5 || 125| 26, *]| 4,9] 10, * 
1884 ....]| 30,8] 28, | 40,9 || 52,3] 58,5* 24,6/ 15,8 || 4,4] 7,9" 
1885 ...]| 31,8] 23,6] 11,4 || 61,8] 58,1 || 47, | 38,8 |] 10,1] 6,4 
1886... | 35, | 41,3] 41,3 || 63, | 67,1*]] 50,4] 38,2 || 11,2] 5,5 
1887 ...] 38, | 44,9| 9,1 || 485] 45,4 || 18, | 49,8*/| 13,2] 4, 


-+-| 88,2; 11, 34,5 76,9 | 72,8 19,5 | 37,1} 39,9 | 23,9 
1889 ...] 32,8; 12, 50,9*|| 87,2| 70,4 65,2 | 25, 15,7 | 12,5 
--| 82,8| 20,2] 24,1 || 114,8| 69,6 22,6 | 48,3) 24,2) 9,9 





Totals . . | 291,9 | 216,5 | 256,9 || 611,7 | 534,9 || 314,5 | 318,1 || 130,4 | 89,4 
Average | 32,4/ 24, | 28,5 || 68, | 59,4 || 34,9] 35,4*/| 14,5/ 9,9 









































It appears that during these nine years the United 
States parted, on the average, with about one-half of the 
gold received by them from the mines or from abroad, 
and that England parted with seven-eighths of the gold 
received by her. These two countries, the United States 
as a mining country and England as the great commercial 
centre, acted as the distributors of an immense addition 
annually made to the world’s stock of money, each retain- 
ing its own proportionate share. In this operation, each 
country was, to a great extent, a natural exporter of gold. 
Neither, in fact, could avoid exporting heavily, so long as 
its trade or its mines brought in a supply obviously so far 
beyond its power of healthy absorption. Of the two, it 
is important to observe, the United States had the firmer 
hold upon gold, so that this country was able to carry 
on the accumulation which it had begun to make in the 
later years of the long suspension, and thus to strengthen 
steadily the specie basis of its paper currency. The annual 
supply of the United States was also the more constant, 
its minimum being .78 of its average and its maximum 


* Export exceeds receipt. 
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1.38, whereas the annual supply of England ranged more 
widely, from .55 to 1.69 of its average. In the year of 
strongest export by the United States, their ratio of ex- 
port to supply was scarcely higher than that of England 
in her strongest exporting year; and there were two years 
of the nine in which the United States exported less than 
.12 of their supply, whereas in no year did England export 
less than .60 of hers. Finally, England shows two years 
with an excess of exports over receipts of gold, and only 
one is shown by the United States. 

As for France, her imports and exports of gold during 
these nine years are remarkable for their great amount, 
for their extreme irregularity from year to year, and for 
their close approach to equality, taking the whole period 
together. Germany also exhibits great irregularity of 
movement, with a constant accumulation in progress for 
all but the earlier years, the amounts actually moved 
being, for the most part, of but moderate importance. 

Without pursuing further the comparisons suggested by 
this table, it is clear that during this period the United 
States were not only relatively, but absolutely, strong 
in gold, and gave full proof of ability to maintain their 
currency upon this standard, and this notwithstanding 
an infusion of nearly $300,000,000 of legal tender silver. 
But the turning-point was reached by 1890. The accu- 
mulated mass of silver coin, the issue of more legal tender 
paper for the purchase of a vast weight of silver bullion,* 

*The Secretary of the Treasury said to a committee of the House of Rep- 
resentatives, December 16, 1897: ‘‘ I have asked a gentleman in New York,... 
who has been Treasurer of the United States, and who has been Assistant 
Treasurer in New York for many years, Mr. Conrad N. Jordan, about this. 
He is in a position where he watches pretty closely the movements of foreign 
exchange. .. . He says it is the last $200,000,000, which has put us to the blush 
all the time, that has been our trouble. If we get rid of $200,000,000, and get 
a sufficient gold reserve, we will not be troubled ; and the country will not fear 
that we are going to break.”’ Hearings and Arguments before the House Com- 
mittee on Banking and Currency, 1897-98, p. 23, 

Mr. Jordan’s $200,000,000 apparently represented the treasury notes of 
1890, $114,000,000, and an increase of silver certificates from July, 1290, 
amounting to about $86,000,000 more. 
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the gradual conversion of that bullion into standard dol- 
lars, contemplated by the law and set in operation, the 
loss of confidence in the stability of gold payments by our 
government, and our increasing discredit abroad,— all com- 
bined thenceforward for several years to loosen the hold 
of the United States upon gold. Violent financial revul- 
sion was the inevitable result; and, in the eight calendar 
years from 1891 to 1898 inclusive, gold moved between 
this country and Europe in heavy surges, as shown in the 
following table, compiled on the same plan as that already 
given for the years 1882-90 : — 


[Ix Doxxars, 00,000 omiTTED.] 





United States. England. France. Ger many. 





Prod’t; Imp. | Exp. Imp. Exp. || Imp. | Exp. Imp.| Exp. 














1891 .. | 33,2| 45, | 79,1*/| 147,4|117,7 || 69,9] 45,4 || 52,6| 28,9 
1892 .. | 33, | 17,5| 76,5*| 105,1| 72,2 || 74,8/ 21,5 || 42,5] 35,6 


1893 .. | 36, | 72,8] 79,8 || 1209] 94,9 || 58,9] 22,6 || 33,3] 24,2 
1894 .. | 39,5] 20,6] 101,8*} 134,3| 76,2 || 89,1} 20,8 || 72,5| 19,7 
1895 .. | 46,6] 32,5] 104,6*|| 175,4| 104,1 || 49, | 47,2 || 23,2| 19,6 
1896 .. | 53,1 | 104,7| 58,3 |} 119,2| 146,7*/| 58,1| 60, *| 52,4| 47, 
1897 .. | 57,4| 34, | 34,8 || 146,7]150, *| 56,6| 25,4 || 36,8| 28,2 
1898 . . | [67,5]| 158,2| 16,2 || 212,8|178,1 || 38,4] 60,4* 











Totals . | 366,3 | 485,3 | 550,6 |/ 1,161,8 | 939,9 || 494,8 | 303,3 
Average} 45,8] 60,7] 68,8 145,2 | 117,5 || 61,8] 37,9 









































In this table the change wrought in every column by 
the exceptional year 1898 is so marked that it is worth 
while to consider the facts as they stood at the close of 
1897, when the footings were as follows : — 

Onited States. England. France. Germany. 
eo —_— qed, ~_—_—__ 

Prod’t Imp. Exp. Imp. ap. Imp. Eup. Imp. Exp. 

7 years. . 2988 327.1 5344 949 761.8 4564 2429 313.3 196.2 
Average . 42.7 46.7 76.3 135.6 1088 65.2 34.7 44.8 28 

The relation of the United States to the three other 
commercial countries then showed a remarkable change 


* Export exceeds receipt. 
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since the period closing with 1890. Instead of being the 
greatest accumulator of gold, this country had become the 
least, and France held the first place. Instead of our sup- 
ply from all sources being the most constant of all, the 
range between its minimum and maximum was the great- 
est; and, in years of greatest export, our ratio of export to 
supply was the highest. And yet, taken by itself, the ex- 
hibit for the United States indicated a far greater power 
of resistance to a continued drain than might be inferred 
from this comparison with other countries. Omitting 1896 
and 1897, when the tide had turned again in our favor, the 
five years, 1891-95, showed a total net loss by the United 
States of scarcely more than $65,000,000; and, even if we 
add to this the estimated amount of gold used in the in- 
dustrial arts, we have an aggregate loss from our stock 
not exceeding $142,000,000 in five years of unexampled 
disturbance,— a loss more than made up by the returning 
current of the next two years.* After all, in the series 
of seven years in which our legislation might almost be 
thought to be expressly designed to expel gold from 
the United States, our exports were not quite seven- 
eighths of our receipts from imports and mines. In the 
same years taken together, England also exported nearly 
in the same proportion, parting with four-fifths of all her 
receipts. 

Violent as the changes were in these years, the years of 
recovery came with singular promptness. In 1891 and 
1892 our exports of gold were greater than our receipts ; 
and yet in 1898 the returning current gave us a favorable 
balance for the three years. Both 1894 and 1895 carried 
out a balance of gold, but 1896 turned the scale in our 


* The treasury estimate of the stock of gold coin and bullion in the United 
States gives the following sums : — 


pe ee ee ee eee $704,100,811 
po ee ee ee ee ee 597,927,254 
December 31,1007... 1. 2 ese ce eee 752,316,476 


Report of the Treasurer for 1898, p. 110. 
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favor for another three-year period. 1897 practically left 
us in possession of our own product, and then came 1898, 
with such a tide in our favor as to completely distort the 
comparative results of the first seven years of the period. 
Taking the average for the eight years, 1891 to 1898, the 
United States again appear as the greatest accumulator of 
gold, parting with less than two-thirds of their gold re- 
ceipts, whereas England in the same years parted with 
more than four-fifths of hers. 

How large the accumulated stock of gold in the treas- 
ury, in the banks, and in the hands of the public, has be- 
come in the twenty years since specie payment was re- 
sumed, is a question as to which the treasury estimates 
may at least give us an approximation. Starting with an 
estimate of about $213,000,000 in June, 1878, and follow- 
ing month by month, with great minuteness, the coinage 
and the movements of American coin in and out, the 
statisticians of the treasury gave us in the latter part of 
1881 a stock of over $500,000,000, and, with occasional 
relapses, brought the estimates to $700,000,000 by 1888, 
and to $900,000,000 by October, 1898. The sums are 
vast, and it has never been easy to account for the great 
amounts which must be supposed to exist outside of the 
visible depositories. Still, the figures, when checked by 
the operations of the mint and by the annual product and 
movement in foreign trade, conform sufficiently well to 
the rough probabilities of the case. They give a solid 
assurance that, as a support for our monetary system, we 
have a stock of gold sufficient, and sufficiently nourished 
by the resources of mining and commerce, to meet the 
needs of a great and growing nation. Actual or probable 
inadequacy of supply cannot be alleged as a condition 
operating to our injury. 

This, then, is the state of the facts. Our gold is at 
times drawn from us in considerable amounts, which, 
however, bear but a low ratio to our total stock, and are 
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drawn away in no small measure by the aid of our own im- 
provident legislation. The recovery comes with no great 
delay, and with extraordinary completeness, as the result 
of economic advantages of which imprudent policy may 
impair, but cannot destroy, the value. No reverse is 
strong enough to wrest our gold currency from us. And 
yet, judging from the past, two or three years may be 
enough to carry us from our present extreme of confi- 
dence to the same dread that the foundation is slipping 
from under us, that mastered the public mind in 1893 and 
1896. We have the material to build a system as solid 
and as calmly enduring as that of England, but our failure 
for twenty years to bring into order our piecemeal legis- 
lation on this subject, has cost hundreds of millions in 
shattered enterprises and stagnant industry. The foolish 
boast which some of our public men were fond of making 
a few years ago, that our currency system is the best ever 
known, and indeed perhaps perfect, is not current at pres- 
ent. In fact, there are not many who do not condemn the 
system for one reason or another. Still there is a perilous 


delay in the work of reform. 
CHARLES F,. DunBAR. 











NOTES AND MEMORANDA. 


RECENT RAILWAY LEGISLATION IN KANSAS. 


Railway legislation of an unusual character has recently 
been enacted in Kansas. The Populists, who secured control 
of the State government in January, 1897, were pledged to 
the passage of a maximum freight rate bill. A measure of a 
sufficiently radical character to secure the approval of Gov- 
ernor Leedy could not, however, be passed; and the regular 
session of the legislature closed without results. The elec- 
tions of last November served notice on the governor and his 
party that Populist rule would end on January 1, 1899. Ac- 
cordingly, he called the expiring legislature together in special 
session on December 21, and compelled the enactment of a 
measure that overturns the system of control which has been 
in operation for the past sixteen years. Under the provisions 
of the new law the present Board of Railroad Commissioners 
is abolished, and a Court of Visitation substituted, consisting 
of three judges elected for terms of four years each. A State 
Solicitor is provided to represent the State in all actions be- 
fore the court. This court is given power to determine all 
questions as to reasonable freight charges and classification of 
freight, to secure adequate transportation facilities and proper 
safeguards against accident, and to compel the performance 
of all duties required by law. For the furtherance of these 
ends, it is equipped with full common-law and equity powers. 
It may issue appropriate writs and processes, including in- 
junction and mandamus, compel the attendance of witnesses 
and the production of books and papers, summon juries, pun- 
ish for contempt, appoint masters, referees, and receivers, and 
prescribe its methods of procedure. Complaints against rail- 
ways are to be made on oath to the State Solicitor. A cita- 
tion is issued to the defendant and served by the sheriff, to 
which the railway must make reply within twenty-five days, 
when the case is put upon the docket. Any person or corpo- 
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ration interested in the result may become a party on applica- 
tion. Complaints are encouraged by a clause which levies 
the costs against the railway if it loses the case, but against 
the State if the complainant loses. If the court deems it un- 
just to act upon the rate in question without a revision of the 
entire schedule, it may bring the larger question before it for 
consideration. No schedule promulgated by any railway com- 
pany is receivable as evidence of the reasonableness of a rate. 
The court must determine the question after an examination 
of the value of the road, its cost, indebtedness, and revenues, 
“ The court shall thereupon enter a decree in accordance with 
its findings ... perpetually enjoining the defendant from de- 
manding, charging, or receiving any other or different rates or 
charges than such as are by the decree determined to be rea- 
sonable.” Within ten days the defendant must print and 
publish the revised schedule. Upon refusal to obey the court 
may after thirty days sequestrate the property, and place it in 
the hands of a receiver, where it shall remain until the rail- 
way complies. Fines and imprisonment are provided as addi- 
tional penalties for disobedience of law by railway officials. 
Power to investigate strikes of railway employees and to com- 
pel adjustment of difficulties is likewise intrusted to this body. 
Appeals from its decisions may be taken to the Supreme 
Court. The act goes into effect on March 15; and a court 
is to be appointed by the governor on the first Monday in 
April to act until the next general election. 

A few criticisms of this legislative experiment suggest them- 
selves. In the first place, it was unnecessary. It must of 
course be admitted that the Kansas Board of Railroad Com- 
missioners is not clothed with the power which many com- 
missions enjoy. It can determine reasonable rates only upon 
complaint, and then alone for the shipment in controversy. 
But this state of things might have been relieved by the dele- 
gation to the commission of the power to prescribe a complete 
schedule of maximum freight rates,—a privilege for which the 
board has asked in vain. Notwithstanding, however, its lim- 
ited authority over questions of rates, the commission has 
proved its right to a further lease of life. Its conservative 
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and careful policy since its inception in 1883 has gained for 
itself the confidence of the carriers, and has resulted in gratify- 
ing compliance with its findings. It is worth noting that the 
Populists are represented upon this board in the person of 
ex-Governor Lewelling, who used his influence to prevent the 
passage of the statute. 

Again, the undoubted effect of the measure will be a loss in 
efficiency. It defeats the main purpose for which boards of 
railway commissioners are created,— that of furnishing a con- 
venient intermediary between shipper and carrier, by means of 
which misunderstandings may be removed and evils speedily 
and satisfactorily remedied. This act creates a court with all 
the dilatory methods of procedure usual to such bodies. 

Finally, its faulty construction presages failure even before 

“the act has been put upon trial. Many of its provisions have 
been deemed unconstitutional by those who have given the 
subject close study, and it promises to leave the shippers with 
less protection than the present law provides. This was recog- 
nized by its advocates as soon as the bill was passed, and a 
vain attempt was made to strengthen it by the enactment of 
supplementary legislation. The constitutionality of the ses- 
sion itself was for several weeks in doubt, but has recently 
been sustained by the State Supreme Court. It would indeed 
be a sad commentary on Populist rule in Kansas if the party 
were forced to admit that, in the closing weeks of its two 
years’ control of all three branches of the government, it had 
overreached itself in the matter nearest to its heart, and had 
left Kansas with less railway legislation than the State has 
had for nearly twenty years. 

Frank Haren Drxon. 
DARTMOUTH COLLEGE. 


























NOTES AND MEMORANDA 


THE TWELFTH CENSUS. 


The act of Congress for the taking of the twelfth and 
subsequent censuses, approved March 3, 1899, really marks 
what may be called the fourth epoch in the federal census 
work of the United States. It preserves, to be sure, the 
machinery adopted for the tenth and eleventh censuses. 
Prior to the tenth census the enumeration was conducted by 
United States marshals and their assistants; while in 1880 
and 1890 the enumerations were by especially appointed 
enumerators, under the direction of district supervisors, the 
work of the enumerators being supplemented for manufact- 
ures and in some other cases by experts and special agents. 
The new act makes no change in this direction; but it pro- 
vides for a better organization of the Census Office itself. 
Under the law there is to be an efficient statistical staff as 
such, besides an assistant director to aid the director in his 
onerous duties. 

But, so far as the subjects of inquiry are concerned, the law 
makes a new division. It restricts the twelfth census proper 
to inquiries relative to population, mortality, and the products 
of agriculture and of manufacturing and mechanical establish- 
ments,— practically, four great subjects; and it provides that 
the only volumes that shall be prepared and published in con- 
nection with the twelfth census (except special reports, to be 
published later) shall relate to these four subjects, and they 
are to constitute what are designated in the law as “census 
reports.” The requirement that these reports shall be pub- 
lished not later than the first day of July, 1902, may be carried 
out; but it is hardly possible. 

After the completion of the enumeration and of the work 
relating to the four subjects just specified, the director of the 
census is authorized to collect statistics relating to special 
classes, including the insane, feeble-minded, deaf, dumb, and 
blind ; crime, pauperism, and benevolence, including prisoners, 
paupers, juvenile delinquents, and inmates of benevolent and 
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reformatory institutions; deaths and births in registration 
areas (that is, in States and cities which have a registration 
system) ; social statistics of cities; public indebtedness; valua- 
tion, taxation, and expenditures; religious bodies; electric 
light and power, telephone and telegraph business; transpor- 
tation by water; express business; street railways; mines, 
mining, and minerals, and the production and value thereof, 
(including gold) and the number of men employed, the aver- 
age daily wages paid, average working time, and aggregate 
earnings in the various branches and divisions of the mining 
industry. The reports relating to all these inquiries, which 
are supplemental to the four great divisions already enumer- 
ated (except those for mines, mining, and minerals, which 
must be published on or before July 1, 1903), are to be made 
at such time or times as will not interfere with nor delay the 
rapid completion of the census reports proper; and all these 
supplemental reports are to be designated as “Special Re- 
ports of the Census Office.” 

On the whole, the new act is a very great improvement on 
past laws. It follows very closely the recommendations of 
the joint committee of the American Statistical Association 
and the American Economic Association appointed a few 
years ago to consider the subject of census legislation. One 
particular improvement over the acts providing for the tenth 
and eleventh censuses lies in the fact that it specifies the 
topics of inquiry, but leaves to the discretion of the director 
the form and arrangement of schedules and the specific ques- 
tions necessary to secure the information required. To have 
done otherwise would have resulted in a very extended law, 
stating in detail each form of inquiry under each topic. This 
would have been an impossibility for any committee. Such 
matters must be left to the patient work of the statisticians of 
the Census Office. But the necessity of specifying distinctly 
the topics of inquiry becomes necessary when it is known that 
without such designation the penalties for non-compliance 
with the law cannot be enforced in the courts, for Congress 
itself must define the misdemeanor in order to have the prose- 
cution receive any standing. If the law left the topics of 
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inquiry to an official, that would be delegating the power of 
Congress to define criminal action. It is believed, therefore, 
that the new act can be more effectively enforced than any 
previous one. 

In comparing the work laid out for the twelfth census with 
that of the past, a reference to subjects of inquiry and to de- 
tailed questions thereunder will show the changes or inherent 
distinctions of the various censuses. At the censuses of 1790 
and 1800 there was but one subject of inquiry, population. In 
1810 and 1820 there were two, population and manufact- 
ures. In 1830 manufactures disappeared ; and there was but 
one subject of inquiry, population. In 1840 a general sub- 
ject — including mining, commerce, agriculture, manufactures, 
and fisheries—was added; so that in that year there were, 
with population, but two general subjects of inquiry. The 
census of 1850 marked the first departure from previous ex- 
perience ; and under the expanded legislation providing for the 
seventh census (1850) there were six subjects of inquiry,— 
population (including a separate inquiry relating to slaves), 
agriculture, industry (including manufactures, mining, and 
fisheries), mortality, and social statistics (including crime, 
pauperism, valuation, taxation, indebtedness, schools, libra- 
ries, newspapers, periodicals, religion, and wages). The 
same subjects were taken up in 1860 and 1870, the censuses of 
these years being taken under the act providing for the 
seventh census (1850). 

The next departure from the earlier provisions took place 
in 1880, when there was a very great expansion, not only of 
the number of subjects of inquiry, but of the specific details 
or forms of questions thereunder. Instead of six subjects of 
inquiry, as in the three previous censuses, there were 216. 
The census of 1890 provided for a still larger number, 234 
subjects being involved. This statement alone shows the 
marvellous growth or expansion of census-taking in the 
United States; but reference to the number of specific in- 
quiries under the general subjects brings this expansion into 
more striking light. In 1790 there were 4 specific inquiries 
under the one subject of inquiry; in 1800, 4; in 1810, 9; in 
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1820, 20; in 1830, 7; in 1840, 81; in 1850, 136; in 1860, 140; 
in 1870, 154; in 1880, in round numbers, 12,700; and, in 1890, 
13,200. The increase in specific inquiries comes very largely 
under agriculture, manufactures, mining, and insurance, and 
especially by reason of the extension of the investigation re- 
lating to insurance over a period of years instead of for one 
year; but, even without such practical duplication to swell the 
number, there would have been in 1880 about 7,000 inquiries, 
and in 1890 over 9,000. The general subjects for the twelfth 
census have been stated. How many specific or detailed in- 
quiries there will be under them cannot be stated, of course, 
until all the plans for the twelfth census are perfected. 

These statements as to the increased number of subjects 
and of special questions under them account for the voluminous 
publications of the last two censuses and for the time taken 
to bring them out; although, as a matter of fact, the publica- 
tions of the Census Office have been issued rapidly in com- 
parison with like publications for foreign countries. The re- 
ports of the last census of some European states, that for 
1891, have just been received, and some are still due; while 
all the general facts relative to the eleventh census were 
before the public in May, 1895, and the detailed volumes were 
completed and published at least a year earlier, relatively, 
than those for the tenth census. 

With the enormous expansion of the number of subjects 
and the inquiries thereunder there has, of course, been a like 
expansion in cost. The first census, with its one subject and 
four inquiries, cost $44,377; the second, $66,109; the third, 
$178,444; the fourth, $208,525; the fifth, $378,545; the sixth, 
$833,370; the seventh, $1,423,350; the eighth, $1,969,376; 
the ninth, $3,421,198; the tenth, $5,904,606; the eleventh, 
$11,579,165. 

With the excellent statistical staff already selected for the 
twelfth census, and the restrictions contained in the law as to 
subjects of inquiry, there ought to be secured three great 
points of improvement over any census of the past; first, in- 
creased accuracy; second, more prompt publication; and, 
third, a vastly decreased cost. 





Carrot, D. Wricat. 
WASHINGTON, March 31, 1899. 























COMPARATIVE MUNICIPAL STATISTICS. 


The second session of the Fifty-fifth Congress authorized 
the Department of Labor to prepare annually a compilation 
of the official statistics of all cities in the United States 
with over thirty thousand population. Provision is thus 
made for a comprehensive presentation of comparative munic- 
ipal statistics, the value and importance of which need not 
be emphasized to those interested in the problems of munic- 
ipal government. The only previous attempts at any com- 
parative statement of municipal statistics in the United States 
have been in the decennial censuses in the volumes on Wealth, 
Debt, and Taxation, and on Social Statistics of Cities. But 
these, apart from their inadequacy in appearing only after 
ten-year intervals, have been so defective — especially in their 
methods of classification and arrangement —as to have little 
real value. A well-weighed criticism of these census statistics 
has been recently made by Professor H. B. Gardner in his 
paper on “ Municipal Statistics in the Twelfth Census,” read 
at the New Haven meeting of the American Economic Asso- 
ciation, and to be published in vol. xii. of the monographs of 
the association, 

In other countries the importance of municipal government 
and the value of comparative statistics of their operations 
have been more fully recognized, and in several countries 
special publications on municipal statistics are regularly pre- 
pared. It may be of interest at this time to call attention to 
some of the most important of these compilations, and to note 
how far they are successful in presenting the information 
most wanted. 

The question of comparative finance statistics of munici- 
palities formed a subject of discussion at several sessions of 
the International Congress of Statistics, as a result of which 
it was determined in 1878 to establish an annual bulletin of 
the finances of the largest cities of the world. The prepara- 
tion of this was placed in charge of M. Josef Kérési, director 
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of the Statistical Bureau of Budapest; and the first Bulletin 
Annuel des Finances des Grandes Villes, containing statistics 
for the year 1877, appeared in 1879. The list of questions for 
this had been sent to some fifty cities of continental Europe, 
but complete answers were received from only fourteen. The 
tables showed for these fourteen cities the total receipts and 
expenditures, the detail of receipts from principal sources, the 
detail of expenditures for the most important branches of 
administration — as police, street-cleaning, education —, the 
value of municipal property, and the extent of their indebt- 
edness. Figures were given showing both the total amounts 
for each city and also per capita. The cities were arranged in 
the tables in the order of population. The bulletin, containing 
the tables with explanatory notes, formed a pamphlet of forty 
pages. 

Other issues of the bulletin on the same general plan were 
published annually for eight years, the fifth number including 
also synoptical tables for the quinquennial period. Twenty- 
six cities were represented in the second issue; but there was 
little further increase, the highest number included in any one 
year being twenty-eight. With the exceptions of Washing- 
ton, D.C., and Providence, R.I., which appeared in some of 
the later bulletins, only cities of continental Europe were 
represented in the tables. The British towns were intention- 
ally omitted on account of the important differences in their 
administrative system from that on the Continent. 

After the number published in 1889 (containing statistics 
for the year 1884), the bulletin was discontinued on account 
of the insurmountable difficulties in the way of securing the 
data from a sufficient number of cities. No subsequent at- 
tempt has yet been made to secure a permanent international 
comparison of municipal statistics. More successful, however, 
have been the comparative statistics for cities within particu- 
lar countries, this success being due in part to the greater 
influence of governmental over private action, and in part 
to the larger degree of uniformity in administrative systems 
among the cities of each particular country. 

Both the French and Italian governments publish annually 























NOTES AND MEMORANDA 345 


statements of the finances of communes, and summaries of 
these showing totals appear in the statistical abstracts for 
these countries. The summary in the French Annuaire Sta- 
tistique gives only the aggregate receipts and expenditures for 
all the communes in each department, with similar aggregate 
figures, but no figures for any particular city, as to the amount 
of centimes additionels and the receipts from octrois, The 
summary in the Annuario Statistico Italiano gives only 
aggregates for the entire kingdom; but, in addition to the 
totals of receipts and expenditures, gives itemized aggregates 
according to a careful classification of receipts and expendi- 
tures. Thus the total expenditures for all Italian communes 
for general administration, for public works, for education, 
and the like, are given. 

The facts for particular Italian cities are to be found in the 
Bilanci Comunali, published by the Ministry of Agriculture, 
Industry, and Commerce. The first number appeared in 
1863, and, with few exceptions, it has been issued each year 
since that time, though with some changes in the system of 
classification. As now presented, there are ninety items of 
receipts, grouped together under ten main heads, and one 
hundred and seventy items of expenditure, grouped under 
eight main heads. The large number of items of expenditure 
is caused by the triplication of each item under each of the 
three divisions of obligatory, facoltative, and extraordinary 
expenditures. In accordance with this elaborate scheme the 
figures are given for all of the communes in each compart- 
ment, and also for the chief town in each province. The 
latter include all of the considerable towns in Italy, and there 
are thus presented for the comparative study of the municipal 
finances of these towns both detailed statistical data and the 
totals for the main heads of receipts and expenditures. 

The arrangement and grouping of the figures can, however, 
be criticised. The towns are arranged in alphabetical order 
by provinces, with the aggregate figures for each province in 
alternate columns with the figures for the chief towns. Thus 
adjacent figures in the tables are not at all those likely to be 
compared, as would be the case were the statistics for the 
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large towns grouped in one separate series of tables having 
the towns arranged in the order of their population. Another 
disadvantage is the absence of any per capita figures or of any 
statement of municipal indebtedness. It is also clear that the 
value of the compilation would be much increased, were it to 
include, in addition to finance statistics, the most important 
facts of municipal equipment and the results accomplished by 
the various municipal departments. These would make clear 
how far differences in expenditure in different cities were 
justified by the different scope of work undertaken. 

The Local Taxation Returns, prepared by the English 
Local Government Board, present a mass of information 
concerning the financial operations of the local authorities in 
England even more complete than that presented in the 
Italian Bilanci Comunali and the French Situation Finan- 
ciére des Communes. Such financial statements for the Eng- 
lish Poor Law authorities have been prepared and published 
annually since the establishment of the Poor Law Board in 
1834; but it is only since the creation of the Local Govern- 
ment Board in 1871 that returns from all the various local 
authorities have been collated. ~ 

The English local government system presents, in its con- 
fusing chaos of authorities, a striking contrast to the simple 
and machine-like administrative system in France and Italy. 
This confusion of authorities necessarily affects seriously the 
character of the financial statements. In consequence, the 
statistics of municipal finance cannot be found in one series 
of tables. Poor relief and public schools form distinct series 
of tables, and are entirely excluded from the municipal ac- 
counts; while the latter are not presented as a whole, but are 
sharply divided into borough accounts and urban sanitary 
district accounts. The county boroughs have still another 
division, known as the Exchequer contribution accounts. In 
addition there are in many towns special authorities dealing 
with specific municipal functions,— burial boards, baths com- 
missioners, library trustees, market commissioners, bridge and 
ferry trustees, joint boards,—and the accounts of these are 
also distinct and independent of the municipal accounts. 
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This situation makes impossible the presentation of any 
figures showing the total municipal receipts and expenditures 
for particular towns ; and, in fact, no attempt is made in this 
direction. But complete details as to receipts and expendi- 
tures for all the manifold fields of local governmental activity 
are presented, in which the ordinary financial operations are 
carefully distinguished from accounts dealing with loans and 
investments of capital. The arrangement of the large towns 
into three groups — county boroughs, municipal boroughs, and 
urban districts not boroughs —is an important step in the 
direction of a scientific classification ; but within each of these 
divisions the arrangement is geographical. No per capita 
figures are given, nor are the financial statistics supplemented 
by other information concerning the operations of the various 
authorities. 

In addition to the detailed figures for the many local 
authorities, tables of aggregates for the entire kingdom are 
appended. These show the total receipts and total expendi- 
tures by each class of local authority, the total receipts by all 
authorities from each of the principal sources of revenue, and 
the total outgo by all authorities for each of the important 
departments of expenditure. These, again, are differentiated 
into ordinary operations and those arising out of loan transac- 
tions. 

Much the best collection of municipal statistics is presented 
in the Statistisches Jahrbuch Deutscher Stddte. This was first 
published in 1890, and has been continued at almost yearly 
intervals since, the last number appearing in 1897. It is pre- 
pared, not by the central government, but through the col- 
laboration of statistical officers in the large cities, under the 
general editorship of M. Neefe, the director of the statistical 
bureau of Breslau. The Jahrbuch is composed of a large 
number of chapters, each dealing with a special field of mu- 
nicipal activity. Thus there are chapters on fire protection, 
street cleaning, street lighting, parks, charities, water- 
works, baths, savings-banks, education, libraries, taxation, 
and other municipal functions. There are also chapters 
giving general information about city conditions, such as those 
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on local transportation, trade, shipping, post and telegraph 
business, population, dwellings, and even the classification of 
population by occupations and by incomes. The first volume 
contained seventeen chapters; but additions have been made 
in each number, so that, although every subject is not treated 
in each number,* the sixth volume has thirty different chapters. 

Each chapter is prepared by one of the collaborating editors, 
who frames the tabulation schemes and collects the informa- 
tion from the various cities. The tables thus prepared, of 
which there are several on each subject, contain detailed 
information on the equipment of the various departments, of 
the amount of work actually accomplished, and of the financial 
conditions. Thus in the chapter on water-works there are 
tables giving the length of water mains (distinguishing the 
supply and the distributing pipes), the number of houses con- 
nected and the number not connected with the water pipes, 
the total water supply and its distribution for public services, 
municipal buildings, and private undertakings. Additional 
tables show the financial operations of the water-works,— the 
receipts from different sources, the expenditures for adminis- 
tration, maintenance, additions, interest, and amortisation of 
debt, with net results, distinguishing those for the complete 
transactions from those for ordinary operation. Everywhere, 
too, totals are supplemented by per capita and comparative 
figures. The other chapters present no less complete und 
interesting information concerning the subjects with which 
they deal. 

The Statistisches Jahrbuch deals only with the cities of over 
fifty thousand population. The earlier volumes arranged the 
cities in order of population; but in the last number this has 
been changed to an alphabetical arrangement, which neces- 
sarily separates from each other the figures which are most 
likely to be compared. The single criticism which can be 
made on the work is the absence of any summary tables of 
receipts and expenditure. It is, of course, true that totals 





*Thus the subjects of Markets and Police have each been treated in but a 
single number. In the case of police this is probably due to the fact that in most 
of the larger cities the police force is not under the municipal government, but is 
managed directly by the central government. 
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of this kind are based on such different conditions in the 
various cities as to be unsafe for general comparisons; but it 
would be of advantage to indicate the total receipts and 
expenditures for the sake of completeness in the information 
for each city and for use in comparing development from year 
to year. 

The Oesterreichisches Stdédtebuch (prepared by the Austrian 
Statistical Central Commission), the seventh volume of which 
appeared in 1897, presents just such a series of summary 
financial tables for fifty of the largest cities in the Austrian 
monarchy, arranging the cities in order of population. These 
summary tables, moreover, include not only statistics for the 
single year, but tables are given for each year of the preceding 
decade, thus making possible a rapid comparison of the devel- 
opment of municipal finances within that period. 

In all other respects, however, the O¢esterreichisches Stddte- 
buch is distinctly inferior to the Statistisches Jahrbuch 
Deutscher Stddte. Although the detailed figures deal only 
with twenty-two cities compared with fifty-five in the German 
work, it forms a much larger volume (700 pages as against 
388); but there are no real comparisons of the various lines of 
municipal action. In place of chapters on the various munic- 
ipal functions there are sections on each of the cities, each 
section being subdivided into various divisions. If the infor- 
mation for each city was complete, this method of arrange- 
ment would make the volume of little more use than a series 
of municipal documents for each city bound together in one 
volume. The student of comparisons must search through the 
volume for the facts of interest to him, and prepare his own 
tables from such figures as he may find. Further, the report 
for each city by no means gives such complete and detailed 
information as to all the various municipal functions as do the 
chapters in the German year-book. Population details (in- 
cluding the movement of population), educational statistics, 
figures of food consumption, and summary financial state- 
ments, are given for each city at length. In a few cases 
some other matters are included, such as poor relief and pub- 
lic lighting ; but these are exceptional, and there is no attempt 
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to make the information for any city cover all the undertak- 
ings of the municipality. 

The Bureau of Industries under the Ontario Department 
of Agriculture publishes annually a report on municipal statis- 
tics for the Province of Ontario. This gives the statistics of 
assessment and taxation (showing also per capita taxation), 
of receipts and expenditures, and of assets and liabilities. 
The municipalities are classified as counties, townships, towns, 
villages, and cities; and figures are given both for the separate 
municipalities and aggregates for each class. The classifica- 
tion of receipts and expenditures is not well adapted for com- 
parative purposes. Several departments are often combined 
in one item—such as water- works and fire protection —a 
system which makes impossible a comparison of either of the 
factors thus united. Receipts from loans and payments for 
construction works are given separately in the tables ; but they 
are included in the single set of totals for each municipality, 
so that it is not possible to compare the total ordinary 
expenditure of different cities. 

Criticise as we may these foreign publications, we must not 
forget the fact that in every case mentioned the problem has 
been attacked with an appreciation of its importance, and that 
what has been done is far ahead of anything thus far accom- 
plished in the United States. It is from a study of the results 
accomplished in other countries and by the adaptation of what 
is best in all that the Department of Labor may hope to pre- 
pare valuable information for the cities of the United States. 


JoHN ARCHIBALD Fairtiz. 




















NOTES AND MEMORANDA 


Messrs, Macmittan announce for early publication the 
third and concluding volume of the Dictionary of Political 
Economy, edited by Mr. R. H.I. Palgrave. The successful 
completion of this large undertaking earns for the editor the 
gratitude of students of economics the world over. 


Tue house of F. Alcan, Paris, has published during the 
quarter an important contribution to the history of thought 
on philosophy and economics in the volume of letters ex- 
changed between John Stuart Mill and Auguste Comte. 


THE census office, concerning whose newly defined duties 
and organization Commissioner Carroll D. Wright gives in- 
formation in another column, will have at its head, as director, 
Mr. W. C. Merriam, some time governor of Minnesota. The 
assistant director is Dr. F. H. Wines, who certainly fills the 
requirement made in the census act,— that he shall be “an ex- 
perienced practical statistician.” The act provides also for 
“five chief statisticians, who shall be persons of known and 
tried experience in statistical work.” The appointees to these 
responsible positions, so far as announced, are Mr. W. C. Hunt, 
who will have charge of population statistics; Mr. W. A. 
King, for vital statistics; Mr. L. G. Powers, for agriculture ; 
and Professor W. F. Willcox, of Cornell University, who will 
take part in general administration and supervision. Of these, 
Messrs. King and Hunt have already had valuable experience 
with preceding federal census enumerations, Mr. Powers has 
done excellent statistical work as labor commissioner in Min- 
nesota, and Professor Willcox has an established reputation as 
a writer on statistical subjects. The appointments give the 
best promise of thorough work. 

The whole subject of the scope and method of the census is 
discussed in the newly-issued publication of the American Eco- 
nomic Association on Zhe Federal Census, a collection of 
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critical essays on the several phases of the enumeration, pre- 
pared by highly competent hands, and invaluable for all who 
would use the census material of the past, or may have to do 
with the collection of such material in the future. The vol- 
ume is the result of the active work of a committee of the 
Association, of which Professor Richmond Mayo-Smith was 
chairman ; and it has been edited by another member of the 
committee, Professor Willcox. 

Another valuable addition to the literature on the census is 
in preparation, and nearly completed, in the shape of an ex- 
haustive memoir on The History and Growth of the Federal 
Census, by Messrs. Carroll D. Wright and W. C. Hunt. It is 
expected that, with the sanction of Congress, the memoir will 
be published during the coming winter. 


The Fifth Annual Abstract of the Labor Statistics of the 
United Kingdom, bearing the belated date of February, 1899, 
brings new evidence of the rare combination of scientific in- 
genuity and tact which enables the Commissioner for Labor 
to present this annual summary of a vast mass of hetero- 
geneous details with the clearness and skill that make a public 
document appeal both to the trained student and to the ordi- 
nary citizen. Hitherto the Adstract has appeared in the late 
autumn, and has contained no information less than about ten 
months old. This further delay in publication is, therefore, in 
part, a useful innovation, inasmuch as it has made possible the 
addition of statistics for 1898 in the case of forty-two of the 
tables relating to current conditions of labor and employment. 

Unfortunately, the tables devoted to workmen’s organiza- 
tions — trade-unions, co-operative societies, and friendly so- 
cieties — give scarcely any information later than 1897; but 
they offer interesting statistical comparisons for a considerable 
series of previous years, It appears from these statistics that 
the total number of trade-unions in the United Kingdom rose 
steadily from 1,203 in 1892 to a maximum of 1,308 in 1896, 
and declined again to 1,287 in 1897. The total membership 
of these unions, on the other hand, steadily declined from 
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1,500,451 in 1892 to 1,404,898 in 1895, then suddenly rose in 
1896 to 1,491,007, and in 1897 to 1,609,909, 

Detailed analysis of one hundred principal unions, with a 
membership of 1,059,609 in 1897, shows during this period 
corresponding changes in financial strength, indicated by the 
fact that the funds in hand rose to considerably more than 
£2 per head at the end of the years 1896 and 1897. The 
lowest annual expenditure per member of these one hundred 
unions since 1892 was 25s. 8d. in 1896; the highest, 40s. 74d. 
in 1898, the amount in 1897 being 35s. 43d. The largest 
single item of expenditure is that of unemployed, travelling, 
and emigration benefits, which declined to the exceptionally 
low figure of 5s. 11d. in 1896, and rose again in 1897 to 10s. 
23d..—a more normal figure for the period in question. Dis- 
pute benefit is second in size and importance, and necessarily 
varies much from year to year. During this period dispute 
benefit was heaviest in 1893 and 1897,— 12s. 2d. and 8s. 24d. 
per member, respectively. It was lightest in 1896,—3s, 24d. 
Sick and accident benefits represented an expenditure of 
5s. 1d. in 1897, oscillating about this sum for the whole period 
with remarkably little variation. Superannuation benefit, on 
the other hand, has crept up steadily from 2s. 383d. per mem- 
ber in 1892 to 2s. 11}d. in 1896, and 2s. 10}d. in 1897. 
Funeral benefit in 1897 called for an expenditure of 1s. 64d. 
per member; and this, again, shows almost no variation from 
year to year. Miscellaneous “other benefits and grants to 
members” vary largely from a minimum of less than a shilling 
per member in 1895 to 2s, 113d. in 1894. Finally, “working 
and other expenses” show an almost constant charge, closely 
approximating 5s. 6d., and reaching a maximum of 5s. 9}d. 
in 1897. Such statistics sufficiently attest the strength and 
vitality of the trade-union movement. 
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